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HOTE,
In addition to periodic revision
of the ostimabtes of Soviet GNP and its
principal compcnonts, the US intell igence
agencies are ocurrently reexeming in detail
Soviet military oxpendituress The results
of this re=examinstion, which will not be
available until Spring 1956, may reguire
rovision of the figures presented in

this report.
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SOVIET ECONONIC DEVELOPIENT: 1928=54

PART I. WATIONAL ACCOUNTS ANALYSIS

I, Introduction

This report sets forth in detail tiwo US Government ostimates of the
Soviet Gross National Product (GNP) end its components. "One of these.
estimates is heréafter referred to as Hstimate Ay the othor is referred
to as Estimate Be - e

Both '@stimates use .the US Department of Commerce concept of gross
netional product and build up Soviet nabional accounts by following the
general procedures developed by Abram Bergson and his associates, l/’Both
estimates deviate from Bergson's estima’te hecause of different interpre=
tations of vwhat constitutes factor cost and different assessments of
spec¢ific megnitudes (esge militery expenditures). Both estimates,
finally, go beyond Bergson's stetistics by producing a continuous:

- series from 1948 to 1954 while Bergson's national income date for -
1937, 1940, 1944, end 1948 are as yet unlinked. They also convert the
ruble figures into dollars and add data on various important megnitudes
‘such ds the relation of capital stock to amnual investment, consumption -
briokén  down by product as well as by social group, etcs

. The two estimates, on the other hand, differ in some. dmportant.
‘ ‘respects from each othere The pivotel year upon which the statistical
.- series hinge in Dstimate A is 1948, whereas for Jstimete B the base year
' 15 1951, In converbting market prices into factor cost, both estimates
" differ from the Bergson analysis, vhich eliminotes The entire turnover
~tax; however, Istimate A considers only a small portlon of the tax
revenue ec the counterpart of a factor cost (vize, land rent), while
Dstimate B reallocatés the entire turnover tax to account for land
rent and other economic rents.

}/’See Abrem Bergson and Tans ieymenn, Soviet Mational Tncome and
Product 1940~1948, New York, 1954; also published as Rand Report R=-<od,
June 1953
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Both estimates have merits of their own, and, what is more signifi=
cant, both express the same general image.of the Soviet economy. Since
they provide a fairly reliable check on each other, it was counsidered
useful to present both of them, Accordingly, a brief analysis of the
methods used in the two estimates, together with.a discussion of their
specific differences, is presented in Section IIs This is followed by
& general survey of Soviet economic development since 19283 (Section IITI)
vaioh (&) describes the mein trends in ‘the Soviet economy reflected in
the trro GNP estimates despite differeonces in statistical detail and
(b) summarizes the principal growth rates derived from these estimates.
Section IV consists of a more detailed presentation of Estimate A and
Section V is a similar presentotion of Istimate B».l/ ‘ : S

11, Methodology of Soviet National'Accounts Analyéiéi

Ba GNP in Merket Prices

. The Soviet Govermuent hes never published steatistics on the gross
national product of the USSR. From time to time it has released figures
on what Soviet officials call "national income,® 2/ but no fruitful method
has been devised to correct or adjust these date To-make them more reliables Eb/

}/ﬁDet&iled'discussionfof certain aspects of both estimates are pre=
sented in the appendices. Apperdices A=E inclusive concern Bstimate Ay
Appendices F=G concern Lstimate Be ' ’

g/’For example, data in absolute terms for 1928-1935 are published in’
Sotsinlistichesloye Stroitelstvo SSSR (Socialist .Construction in the USSR),
Toscow, 1936, UQomo isolated data For the 1936<40 period-have been published
in Marcday Khozyaistvenny Plen na. 1937 -God (Wational Teonomic Plan for the
year 1937) ioscow, 1957; in the [hird Five=Year Plan published by Gosplan
in 1939, in Ne As Voznesensl:i's pemphlet Growing lrosperity of the Soviet
Union, New York, 1941; and in the restricted Gosudarstvenny Plan Razviviya
Torodhogo Khozylstva SSR ne 1941 God (State Plan for the Development. o the
Tational Loonomy in 1941,, lioscow, 194ls Percentaege date, and occasicnally
statistics in absolute terms, heve been published for postwer. years in-the
Soviet presse '

3/ The principal diffioulties encountered in wsing Soviet national
income dete are the following: (a) the figures are based on the Tarxist
concept of national income, rhich exzocludes all economic.aghivity not ‘
direotly related to waterial production; (b) the official Soviet date are
subject to an inherent tecinical upward bias arising from the use of
go=called 1926/%7 rudles in determining the value of output in subsequent
yearss (c) no official price indexes have heen published since 1930,

(d) the Soviet Govermment recently substituted 1950/51 wholesale prilces

for 1926/27 rubles, and (e) the percentage relatlonships of Soviet national
income in different years which the USSR typleally publishes are either
inconsistent or lead to conclusilons that are petently incorrects

Approved For Release 1999/09/21 : Ci&RPR79T01149A000500010008-3




Approved For Release 1999/09/21 : CIA-RDP79T01149A000500010008-3
SECRET .8

Accordingly, official Soviet national income statistics could not bo used
in this report as a point of departure for estimating the postwar gross .
national product of the USSR. .

Recent academic research on the Soviet economy has produced a
varlety of estimates of the size, composition, and rate of growlh of the
Soviet GIPs In all cases, the fundamental problem is the scarcity of
statistical data wvhich can be used to build up the national accounts and
wo estimate the breakdowm of the total Soviet GIP by sector of origin
and by uvse categorys This problem also affects the two US Government
estimates presented herein, despite the fact that inbelli; sence informa-
cion has been used in jreparing these estimatesa

The point of departure for both estimates is the caloulation of
Soviet GNP in market prices for the base year (1948 in Estimate A, 1951
in Estimate B)e This was done by building up a GNP total conceptually
comparable to the gross national product as defined by the US Department
of Commerces Iollowing Bergson, two consolidated accounts were set up =-
one for households and one for govermment organizations, %/ Incomes and
outlays in each case were calculated and a separate estimote was made
for depreciation, The income accounts, together rith depreciation, were
combined to got a total GIP figure, which was cross~checked against the
total obtained by summing the consolidated outlay accounts (see Table 1),

The various income and outlay items in the household and sovermment -
accounts were allocated among four major use categories: . (1) consumption,
including communal services, (2) gross invesiment, (3) mlthary outlays,
including those not covered by the defense dnoropllatlon in the Soviet
budget, and (4) govermeent administration, *hile this was done for the
GNP figures in marlzet prices for the base year,;the calculation for all
other years was made 1n1t1ally in terms of fe.ctor coste A ‘ime series .
of total GIIP in market prices is derived indirectly in Estimate A and the .-
results, including a brealkdorm by use, are presented in Appendix Ae A
similar series is not developed in istimate B, but a consumption index
in merke t prices is presented in Appendix G C

B. GNP At TFactor Cost

The determination of factor costs in the USSR presents many
difficult problems. Soviet indirect taxes (notaoiy, the "turnover tax")
have represented the bulk of govermment hudget: receipts and 20 to 30 pere
cent of the GNP since the early 1930%s In addition, 0ﬂnltﬂ1 goods and
defense indusiries received larpge svosudles from 1928 to 1936, during
the Second “Jorld uer, and after the ver at least up to 1950, Subsidies

é/'There is no business sector in the. USSM 51no 2ll productive units
are, in effect, govermment agencies.

SECRET
Approved For Release 1999/09/21 : CIA-RDP79T01149A000500010008-3



Approved For Release 1999/09/21 : CIA-RDP79T01149A000500010008-3

LDI0ES

Lot
62

goghot
2°01H

9°6¢9

.eTqna TE6T WOTTTIq UT TSHT 88k .

/a g savurgsy

BRCRINEHY

SN

Z°TTg *°¢°**°**** LO100sd WNOILVN $S0UD

«ST (836D 1 GRING 40J A U308 093 /4

ST regep I FT nom Al UO 13088 mmw‘\ﬂ

TECHE  sproyesnou o3 wwﬁmw 0 earsnToxs ‘suo 98z Tusdio

CIWOUO0DS pPUS T8I0

SSOLAJSS PUB wuoom

€qusLIonod

£q y0 pesodsiIp

Jo enfeA 18303 PeEBPLTOSUOD

quMt*.N eBsLteBecRTIOT0O0sEBC RN W@ﬂogmm.ﬂﬂog ..Ho mkﬂm.ﬂvﬁc H@POH

s ——

2PTIQ **°cc*** LnQo¥d TVNOILVH SSOMD

SAVIIN0 |

mO.JN emos o --oo'.oﬁ.-.esoa.o-.-uwaoo.ojoau..o.w.t,oe AHOMD..N.MO@.HAHEQ

N.QAW@N. l.mrucﬁhclllroe.camtOLr POQ@QFQ H.ﬁ.ﬂo.ﬁ.ﬁvﬂwﬁu o

: N 583 Gésssecescesoss SUOTABZIUBTIO OLUOUODS pUB [BTOUS
, fattouaea0® JO SUCSUT 38U @mp.moﬁﬂom;oo

.h.oOom o..oeoo.o.,t-e.;-oooooaccs spioyesnoy Jo SUOOUT quazand

\m v wvﬂivmm

seTqua %mﬂ UOTTTEq UL g6t 9oL

SUOIdd LHENETH RH 4D &

H>om Gy w..._..ww&

°T °o1q8%

HTOONIL

Approved For Release 1999/09/21 : CIA-RDP79T01149A000500010008-3



R 2

Approved For Release 1999/09/21 : CIA-RDP79T01149A000500010008-3
SECRE 5

to individual minisiries are still prevalent todey. = There are also
implicit subsidies owing to the Soviet‘practicé of disregarding interest
and, to some degree, depletion and obsolescence in the determination of
price. Multiple prices, particularly for foodstufis, create another
divergence of factor cost and market prices,

The principal function of the ‘turnover tax is to equilibrate the
level of consumer disposable. incomes with the available supply of con=
sumers? goods, Thus it does not have the same function as do indirect
texes in viestern countries. . in Tthe USSR, the government sebs the output
plan for conswmers' and producers! goods and the level of money wegess
Prices are sebt in a menner roughly consistent with thé above variables
and do not have a direct effect on oubput. There is therefore no reason
why merket prices of consumers?! goods and factor costs entering into
their production should teund -toward equalitys

Another problem involves the treatment of profits.- To some extent
industrial and trading profits are mono poly prdfité in the Soviet Union.
However, profits are generally higher in consumers?® goods industries than
in industry as a whole and the bulk of those profits is not retained by

"the consumers? goods indvstries, These conslderations suggest that, in

the USSR, profits play the same role as the turnover taxe

In athompting to measure factor costs in the USSR, Bergson removed
the - estimated turnover tax receipts” from each sector of origin and end use
of the GNP, added subsidies, and adjusted for muitiple pricess These .
adjustments greatly reduce the valuo of consumption and.inocresse the value
of investment and defense, Similarly, the agricultural sector is also
greatly reduced in relation to .the other sectors of origin, since most
consumers’ goods are of agricultural origin, It is believed that this
procecure results in the exclusion of certain factor costs which should
be retained when the Soviet GHP is compared with that of "‘estern countries. Ey/

The measurement of these excluded faclor costs invclves many
prbitrary judgments. AlL turnover tax receipts and monopoly profits of
the govermment may be viewed as ecomomic rent which stems from the
governmentts power to determine production and to set wages and pricess
The magnitude of this economic rent is a result of over-all economic
policy, the degree to which consumers! goods production lags behind
the producticn of capital goods, and the prevailing prectices regarding
production incentives of farmerss In order to measure thls economic
rent and to impute all or part of it to perticular sectors or end-uses
of the Soviet economy, it is necessary to recast the Soviet national

1/ It might be noted that Soviet writers have expres&éd the view that
at least part of the turnover tax represents the value of land rent. Soviet
farms are forced to sell a large part of their output to the govermment at
fixed prices far below the merket prices, These delivery guotas are also
set so thet farms with good land carry & heavier burden than farms with
poor lande
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product in accordance with e Western conceptual and instituﬁionali?amewarkg
ot to do so would result in highly misloading international ccmparisonss . -
Two alternative mothods of allocating this econanic rert wore used in this rep.qr‘_*b,

The first method,which is veed in Estimete A and described in more, - -
detail in Section IV, allocates to the agricultural sector of the GNP the
portion of the turnover tex believed to represent differential land rent.
The value of ontput of the agricultural sector, measured in ‘terms of factor.
cost, is therefore less than the marlket value of this output but more:than.
the value of agricultural output when the entire turnover tax 1s excludeds .
Similarly, consumption is less than that indiocated by a breakdown of- o
Soviet GNP in merlet prices, but in terms of factor cost consumption is . - -
increased to a greeter extent then other end uses. The rest of the turn=: . -
over tex is not considered to be factor cost but rather moropoly profite - .
The conceptual basis for this adjustment is thet (1) a socialist govermment.
would regard land rent as e factor cost in determining an optimum alloca=
tion of resources, and (2) in the Vestern countries with which the USSR
is to be compared land rent is actually said, while the analogs of the ‘
other Soviet types of economic rent are often not paid in Vestern countries
since they stem from the USSR's particular institutional systeme

The second method, which is used in Estimate B and described in
more detail in Section V, reallocates the entire turnover tax. Two=thirds
of this tax goes to agriculture and the rest is distributed among the other
sectors in proportion to the value added by sach sector (excluding tax)e
This procedure is besed on the beliel that no distinction should be made
between differential land rent end other types of economic rent within
the Soviet institutional fremework, and that the part of the turnover tax
vhich is allocated to non=agricultural sestors ccrresponds roughly to the
unpeid value of interest, obsolescence, and depletions Agriculture re=.
ceives most of the turnover tax because, viewing land as a fixed factor,

a.high rent may be imputed to it as long as agricultural products are . .
" scarce in relation to monsy incomese -

- These adjustments maeke the sectors and end uses of the GIIP more, : .
nearly comparable to those of .estern countries, In this respect, statistics
on the Soviet GNP in terms of factor cost are preferable to similar statistics
in market prices, It must be recognized, however, that the adjustmonts can=
not be made with certeinty end necessarily involve guessworke Consequently,
differences in results are inevitable. The moin quantitative differences
which result from the alternative methods may be guamarized as follows:

1. The ruble value of total GNP a% factor cost is smaller under
the A method than the B methods

2+ Agriculture is given a .smaller wolght in the total GNP in -
Bstimate A than in Estimate Bs - . ”

'3s Consumntion, which includes most of agrioultural production,
is also given a smaller weight in Bstimate Ae :

SECRET
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Ce GNP in Constant Rubles

1o Sector of Origin, Time series.for GNP in constant rubles were
obtained by calculeting quantity indexes for each sector of origin and
computing weighted averases of these indexes.. The Ponsﬁrxction of the
guantity indexes for sectorq of origin 1nvolved the selection of production
time series for individual commodities and the selection of weights to be
used in sveraging these series, The ideal weights would, of course, be
‘value added weights, and the ideal base year a fairly typical year of the
period in question, Because of the scarcity of date, however, it wes
necessary to resort to more or less aablsfactory exaodlea,s. o

Estimete A used for this purpose sector indexcs based on the Hodgmen
industrial output index, the Shimkin mineral consumption index, and the
physical freight turnover index for indusiry, construction, and trénspoi=
tetion, Estimate B uses the same indices for prewar years, but caTOuJates
1ndependent estimptes of commodity output for postwer years. Both estimates

1sed detailed farm oubput indexes in. calculatlng their respective. agrlcul-
tural seriesy for the services indéx they used selected employment data
and, in the case of trade, deflated turnover values (Estrnaue A) or con-
sumers! goods output figures (Bstimate B)e

The indexes representing the movement of secbors of origin through
time were then combined into an index of GNPe The weights‘uSed'were esti=
mated value added (principally payrolls plus depreciation) in a hase yeare
In BEstimete 4, Bergson's value added estimates by secbor for 1937, rioved’
by means of quantity indexes to 1948, served as ‘the base, In Tstimate B,
1951 employment, 1941 plen weges, and estimated depreciation allowences’
were uvsede - ' '

2¢ Use Pattern, Hstimates of end-uses in constant prices were
cbtained by dexlauln& some date given in current rubles (eeZe explicih
military expenditures) and using avallable data given in constant prices’
(eegq contralized investments)e Quentity indices were used as cross=
checks whenever possible, Althouzh methodological deteils and estimate
of particular components’ differ slightly, the A and B versions show very
smﬂhrg;mmhramsfm'awaem%%e.

Consumption was treated as a residual in both estimetes in order to
atbain consistency between the end-use and sector of origin measures of the
6P, Indexes of consumpition computed independently on the basls of con=
sumerst goods production or of deflated consumer expenditures indicate a
substantielly larger rise in Soviet consumption in the 1948~54 period than
is obbained by this residual nethods, This discrepancy is belleved to be
due to differences in the weighting of consumers! goods categoriaso The
independently computed indexmes use market prilce weights which, because
they include practically all the turnover tax and profits of consumers?
goods industries, give a very large weight to fast growing consumer
manufectures and processed foodse In the residual index, on the other
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hend, consumption items are impl&citly given factor cost weights end in the
factor cost estimates most or all of the turnover tax hes been remsved frém
the manufacturing portion of consumption, which increases rapidly,hand

transferrsd to the slow growing agricultural sectore . .-

It is impossible to tell which moeasure of consumption best. reflects
the &ctual growth in Séviet living standerdss Accordingly, both measures.”
are shown, the residual measure as part of the allocation of. the GNP by
end=use, and the mérket price measure separatelys ' ' T

De Conversion of the Sovie’t GNP into Dollars

. The conﬁersionfof the Soviet GNP into dollers is subject to all the.
difficulties’ inherent in international comperisonse In addition, thers is’
no.meaningful markot exchange reate, and it is impossible in the Soviet

. ¢ase to make & study of comparayive production and prices as. exhaustive

end deteiled es the Gilbert and Kravis study for the OEECe 1/

,,T'In effect, any conversion of the Soviet GNP into anothgf currency
involves comparing two different beskets of goodse In certein narrowly
defined areas of the economy comphrisons based on & single average basket
are meaningful, bubt this is not the case for broad economic categories
which include widely different types of productive activitys The basic
problem of ruble-dollar conversions, or of eny international comparison
of Soviet GNP, may therefore be.described as follows, ' o

~ If the comparison is mede in terms of physically similar baskets
of goods, priced in one or the other currency, it is implied that a basket
performs the same economic funchtion in both countries. This is evidently
not true. Differences in factor endovment, production structure, and
demand. cause the uses of meny of the seme poods and their utility or
productivity in alternative uses to be differente. The same goods there~ -
fore tend to be produced in very different proportions in the ‘two s
countbriess L ’

1f, on the other hand, different haskets of goods are compared,

there is no objective bhesis for determining how many baskets of one type
are.equivelent to a basket of another type, or what two equivalent baskets
consist ofe 1In fact, the meaning of the term "egquivalent" is highly
smbiguous and depends on the type of coriterion celected for the purpose
(iees, whether consumer welfare, military effectiveness, otce )s Arbitrary
judgments ere therefore unevoidalblos ‘ ‘

" 1/'See Ms Gilbert and Irving Kravis, An Internation&l_gpmparisoh:of,;
Ne.tional Products and the Purchasing Powor of Currencies, OBEC, raris, 1954

e
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There is, of course, no ideal.way of converting the Soviet GNP
into dollarse All methods are subject to the difficulties described
aboves Two alternative methods are presented in this- paper and are
described more fully in Sections IV end V.

General]y speaklmg, accordlng to the method used in Bstimete A,
representative baskets of goods in each cmtegory of tho ond uses of
GNP are priced in rubles and in dollars. An exchénge rate is thus
obtained for each categorys The market basgets selected sre of a
mixed nature == they include goods which are Inporbant in the USSR
and others which ere importeant in the US == but in general they are
more typical of the USSR than of the USs Exchange rates by ondeuse
are the weiphted averages of the cabegory excharge rates, the weights
being the appropriate share of the Soviet consumer. budget in the case
of consumption, and estimated Soviot value added sheres in the case
of investment and defense, Total GNP in dollers is then obteined by
adding up the dollar values of the endsusess

Tn BEstimate B, two sets of ruble=doller retios are éomputed for
each sector of origin and endwuse, one for the US basket of goods and
one for the Soviot basket of goods. - Sub=sector and use-category retios
are averaged into sector exchange rates and end-use exchange rates by
using as weights the value added or value of productlon respectively
in the sub=sectors or use categories in the hase year (1951)s 1In a
similar manner, two exchange rates are ‘obtained for the Gtotal GNP,
one for the Soviet market basLet wnghted by ‘the’ Sov1et ‘distribution
of output by end~use, the other for ‘the US merketl besket weighted by
the US distribution of output.v The exchange rates actually used are
the arithmetio meuns of the abovs palrs of ratesa

In both estlmates, Lhe ruble-dollar ratios computed Por the base
year were used to move the time series of GNP and its componants, It
should be noted that the different calculations of factor cost in the
two versions do not affect the dollar- conver31on, except through the
weights assirnod to individual séctors or uses, Differences in '
implicit ruble~dollar ratios are offset by differences in the GNP
rubles figures in terms of factor oost. :
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111, Generasl Survey of Sovief Eoonomis Developmsnt

A, Orowth of ths GNP.

The results of the two estimates, despite differences in deteil,
depioct the seme general development of the Soviet economy over the past
quarter=-century. The calculated Sovie®t GNP in 1954 is approximetely
three times es large as in 1928, vhich is equivalent to an averege
rate of growth during the entire period 1928w=54 of roughly 4 percent
per annume This computed rete of growth is, of course, affected by
the loss of resources and the considerable decline in total oubput
during the ver years, It does not represent the "normel" long=-range -
rate of growth for the USSRe

Whether Soviet eccnomic development to date provides any indi=
cation of a long=range growth rate that could be regarded es normal
or typicel is an open questione Actually the Soviet people knew little-
normaley throuphout tho gquorhor conbury 19Z26wbds Tho congtant foature
of \Fotiot oconomic development vas the determination of the Soviet
leaders to strengthen the. economic bases of the USSR%s political and- -
military power through the Porced development of heavy industrye
Normal in that sense wes the industrialization period 1928=37, for
whioh both estimates calculate e rete of growth of about & percent
per ammume Nob normal were the yeers 1937=40 even though the GNP
happened to grow by a similar amnuel average percentages  The growth, -
rate in this latber period reflects the balance of two extraneous
influencess economic and military mobilization (in perticular, &
lower rate of investment because of a larger nilitary outlay) reduced
tho rate of growth for comparable areas, while the amexations of :
193940 expended the wealth and income of the USSRe Not normael were,
of course, the war years when the Soviet national product hit rock
bottom and the following years vhoenh it bounced backe ’
After 1950 the growth rate was about 645 percent per snnum,
s rete considerably below ‘the .10 percent of the rehabilitation period-
but high compared with Western countriese It is that high because
of heavy invesiment, intense exploitation of capitel and labor -
resources, and educational and technological progress; moreover, it is
likely to continue on a high though declining levele The factors
that may cause tome levelling off in the predictable future are
smaller increments to the labor force, & larger share of replacements
in gross jinvestment, and the urgently required shift of investments
from the highly reproductive equipment field to less reppoductive
housing and civie fecilitiese:
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Be Sector of Orlgln

A comparlson of the two es‘l:nnates in terms of the growth of +the

GNP secltors, apgriculture, industry=construction, transportation=communim
cations, and services, and their relative shares in GNP is shown in
Table 2, Differences between: the two ' estimates of the movement of
these sectors and GNP are moderate, While there are significant
differences in the caloulated shares of agriculture and industry, the
two estimates agree that the formerfs share in the total GNP has
consistently declined and that in recent vears industry has conbtris
buted more to that total than has amrlculburna In & general sense,
Estimate A portrays the Soviet economy as somewhat more 1ndustr1a11zed,
whereas in Lstimate B the role of agriculture is more pronounced over
8. longer poriod of timee. Both estimetes indicate, however, that
industry has grown much more repidly than ag;,rlculw‘:ure.

ie The Prowar Poriods Durjng the prewza.r period, Sovietl
industry was bulll up by a tour de force while agriculture underwent
a severe corisise As is well Lnowm, Toviet agriculture was collectivized
in the face of strong peesant resistence; a large portion of livéstock
we.s lost in the process, millions of peasarts migrated to cities, and
though they had been underemployed on the farms their nigratlon upset
the rural routine, Between 1928 and 1982 agricultural output actually
fell by some 25 percents Then, as the countryside quieted dovm and
farm machlnery began to make up for the loss of menpower and draft
animals, production rose agein until, in 1937, it was about 20 percent
higher then in 1928, It must be remembgred, however, that the orop
had been poor in 1528 and e s unusually good in 1.957.. It is this
combination of factors ‘uha’c brought about the. phenomenon of greatly
improved’ agrlcultural labor' productlvn.’cy in 1937 as compared with 1928

Industry and construction inereased their output from 1928 to
1937 by an estimated 13 percent per amnume This reflects a halance
between the extremely fast growth of heaswy industry, the slower
development of large~scale consumers! goods industries, and the
languishing output of smell factories and workshops. The concentraw
tion of investment where it yielded most =+ ises in equipment of
producers? goods industries == and the fast absorption of advanced
caplitalist production techniques peid dividends, But it was inevitable
hat the process should have been accompanied by enormous growing
painss The non=agricultural labor force expanded rapidly and it
took some time before the workers and managers mastered the techniques
of modern mass productions During the First Five=Year Plen industrial
labor productivity per men-hour did not grow et all, despite large=-scale
introduction of modern machinery; during the Second FivewYear Plan the
quality of labor and management improved greatly and mary unfinished
investment projects were finally completed, with the result that
industrial labor productivity per man-year increased considerably
in the five years 1932=37,
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Toble 2, COMEARISON OF ESTIMATES A AID B:- A

SOVIET GNP BY SECTOR OF ORIGIN

GNP Agriculture Industry, | Transport, Ser_i'rices ’
Construction Communicatbions Trede
A B A B A B A B A B
Indexess 19485100 _ o )
1928 - 5L 57 102 89 26 27 25 31 45 51
1937 gg 92 117 108 8l . 81 gL . 79 72 - 83
1940 e 106 107 131 121. 91 101 93 - 92 104 96
1948 100 100 100 100 100 100 . 100 100 1000 100
1949 111 109 109 105 115 117 115 116 105 106
1950 122 122 119 116 132 138 132 130 110 112
1951 130 130 114 114 149 158 148 145 115 119
1952 140 142 123 128 o ies 175 161 - 159 118 123
1653 147 147 - 118 121 181 189 174 179 122 128
1954 157 156 122 124 199 207 188 187 126 136
Annuel Crowbh Rates ' E
1928=37 6e2 Dod 1eb 2ol 1304 1540 15,0 1548 549 546
1937=40 8/ 843 Fa9 201 2el B3¢9 Te 4,7 542 1340 . 5a0
1948=50 1046 1048 9ol T7a7 1561 « 1764 15,1 1440 4,8 543
1951-54: 695 6.3 ' O.g la7 B t 1097 10.6 9@2 . 9;5 3.7 . 5.2
194854 7e6 To7 - Bok Be7 - 12007 128 - 110 10,9 . 4el  5a3
1928-54 Aod Se9 Oe7 1.3 - Bel: Be2 804 8.7 4, 2 . 3«8
Percent of Total '
1937 100 100 36 40 - B4 & 8 7 g2 .2l
1940‘3,' 100 100 34 41 82 - 28 7 8 27 25
1948 100 100 27° 386 s 29 8 .7 27 .28
1949 100 100 27 34 - -~ 88 . 3l 9 7 28 27
1950 100 100 26 3 7 40 33 9 7 25 26
1951 100 100 24 8l 42 36 9 7 24 28
1952 100 100 24 32 43 36 9 . 7 28 24
1953 100 100 22 29 45 38 10 .8, 23 25
1954 100 100 21 29 47 B9 10 8 . %2 . 25
g,_/ Tncludes acquired territoriese '
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Soviet industry continuved %o expand its output after 1937, but at
& slower pace than in the period 1928437, This:slower growth reflects
primarily the diversion of resources to militery produo*lon and the
reterding effect of conversion to a wer footlng.

The acddition to Soviet economic potentlal from the annexed areas
was small since the new berritory coatained little industry and, on the
whole, poor farm lands 4 comparison of the 1937 national product (old
frontiers) with the 1940 national product (with annexed areas) shows
an increase of about one fifth, which corresponds to an annual grcwth
of & little more than 6 percent. Deupi+e the; annexed agriculiural
regions, the share of farm production in the GNP dropped slightly,

chiefly because the 1940 crop in comparable . terrltory was far below
that of 1937

2o The Postwar Periode, No estimate is made in this report of the
Soviet GNP during the Second lorld Var, but it is generally recognized
thet at the low point in 1942«43. the GNP was not more.then about two=-
thirds of the 1940 levels Recovery was quibe rapid in the sense that
totel production almost regained the 1940 level: by 1948; however, re=
.construction was not completed by that time and all sectors of the
economy had nob regalned their prewar level of outpu

"~ The invaded territory of the USSR had not oeen fully rehabilitated
while industrial facilities farther to the Fast were developed beyond
the prewar levels Thus, in 1948, the- industrial sect tor ves producing
about 10 percent more than in 19&0 wheres.s. agracu11u1al production was
still below the 1940 levels In the period. 1948 80, demaged installations
were still being repaired end land brought back into cultlvatlon,
demobilized sol diers and liberated prisoners were put to worlk, enemy
property and enemy labor were exploited for reconstruction end expansion,
end additional Lend=-Lease machinery was installed, .All these extra=
ordlnary factors, together with favorable weather and a consequent
spurt in agricultural production, brought about & rise of the GNP by
an annual average rate of more than 10 pereents . . :

Since 1950, however, the old cleavage between industrial and
agricultural development, has once again become very pronounceds In
the years 1951=54 farm output was at best 4 percent above and at worst
4 percent below the 1950 level, and at the end of that period it was
for all practiecal purposes the same as in 1950, . Industrial outputb
continued to increase, though at a somewhat slower pace than in previous
years; in one year, 1953, it faltered somewhat, anparently because of
changes in planning and orgenization, .In transnorhatlon the deceleration
in growth rate was quite wmarkedy in ccnbrast to the 1930ts this sector
hes recently expanded more slowly than 1nduatry, which mey be the
result of economy measures, of difficulties in supplying the desired
service, or bothe
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Ce The Use Pattérn :

Table 3 summorizes the growbth of the end=uses and the use patterns
indiocated by the GNP firures developed in Hstimates A and Estimate Be-
The selient feeture of these use patterns is the subordinabion of con=
sumption to investment and military outlayse ' S

le The Prowar Periods Between 1928 and 1937 consumption in constant
rubles appeers to have grown by at nost 25 percente This latter figure -
does not seem mfavorable when compared with a nopulation increase of
9 percent, but the picture is entirely cifferent when the profound
changes Tthat consumption undervent are considereds The city population
doubled in this neriod; urbanization and industrialization not orly
produced new basic consurers! needs that did not exist in rural
surroundin;s, but compelled nany consuners to purchase what formerly
they themselves had nroduced &t home, Thus while consunntion, measured
in terms of national accounts, increased somewhst, the individual Soviet
citizen fared worse in housing, diet, and clothing in 1937 then in 1928
and possibly even worse than in 1913, o series *for investment and '
defense wes computed for the years 1028=37 because of the difficulty
in interpreting the changes in capital goods pricess

Betwoen 1937 and 1940 there vas & mariced increase in the share
of the Gi'P devoted to military purposeses Since there was no durable
consumers' goods industry to. spealk of, the country -eould not arm by
changing from automobiles, re frigorators, ond the like to tanks and
gunse ~The conversion took place et the expence of investment. Both -
estimates agree that investments ond delense expenditures combined
absorbed roughly 30 percent of the GNP in 1937 and in 1940; but in
the former year invesiments alone ropresented 20=21 percent of the
GNP, in the seccnd year 1415 percent, whereas milltary expenditures
were T=8 porcent in 1937 and double thah percentoge in 1940 As a
result of the lower investment rate and of tho disturbance produced
by conversion, mobilization, and militery events the growth of +the
national product of the USSR (comparable boundsries) declined to an
estimated 3e4 percent per armitis . Total consumption grew also during
this period, but somevhat less then the national procucte Since the
Soviet population in 1940 was abowt one fifth larger than in 1937, per
capita consumption actually dgclined by-several percent from the already
austere level of 1937, ’ ' :

2, The Postwar Periods Ais indiceted in Teble 3, the share of conw
sumption in the total GIUP in 1948 was less than in 1937 and 1940, whereas
the share of invesiment was more. Military outlays in 1940 were, of .
course, relatively high snd the comparatively small percentage of total
GNP devoted to investment in that.year reflects the greaber stress on
preparednesse : ' :
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Teble 3, COLPARISON OF ESTIVMATE A AND Be . SOVIET GNP BY END USE

Consumption Investmeut . M ilitary Outley Administration

_ A B a4 B A - B A B
Indexes 3 19488100 T
1928 e 83 - mm e m- e -
1937 103 104 8l = B3 em 44 —
1940 1208/ 105b/ 66 =~ 126 - 59 -
1948 . - 100 100 100 100 100 " 100 100 100
1949 111 108 111 116 112 106 - 102 102
1950 121 119 129 (137 123 117" 105 104
1951 - . 128 126 139 1456 135 . 136 108 106
1952 134 . 137 156 . 159 152 155 111 108
1953 - 140 138 167 173 157 158 112 110
1954 148 143 187 199 160 157 112 112
Armual Growth Rates - '
ARE7  wm BB wm g =e e ew e
1937540 349 w= =(6a9)  w= 3ded - 11,0 ' ==
194850 1042 940 18s5 1740 1048 842  248. 240
1951;"'54: ’ 5.2 ) 4;7 ] 998 804 6.9 ' 705 : 197 S 2.0
194854 648 642 1140 1242  Be2  TeB  T2,0° 240
1937=54: - - 2el 1.9 ] lZgO "‘"' ) . 706 _ ' i ' 506 -
Porcent of GNP | ‘
1957 - 68 70 . 21 ' 20 & - 7 2 3
1940 66 69 14 16 17 13- . 3 3
1949 B8 6t 25 28" 14 10 @ - 3
1950 58 63 24 24 14 100 4 3
1961 -~ 67 63 - 24 24 14 10 4 B
1952 B6 62 26 24 16 11 4 - 2
11963 - . 85 6l 26 26 15 1 3 .2
1954 . " 85 60 27 28 14 -~ 10 3 2

a/ Teluding acquired territoriess
y Excluding acquired Eerritor,ie&

_g/'An'nual degrease.f .
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In real terms consuaption rose about as fast as-the national
product during 1948=50, i.e. by about 10 percent per amnume This 1is
wnusuel under Soviet conditions but is reasoneble in the light of
conditions jmmediately following the ware In 1948 aggregate consumnpt ion
was smaller, and investment plus defense expenditures were larger +than
in 1940; two yearc la ter total consumpbion was up to the 1940 level,
but per capite consumption was sbill below preware These increases
in 1948~50 were unavoidable concessions that had to be mede to the.
populace, In 1946 there had been clearw=cut signs that the extremely
low level of consumption immediately after the war adversely affected
morale and productivity; while no quantitative estimate has been made
of the growth in aggregete or per capive consumption in 1946=47, it
is very likely that the supply. of consumers? poonds during. these years
inoreased even more rapidly then in 1948=50, However, since the
average Soviet citizen was‘still not as well off as before the war,
and since his expectations had probably incressad, & continued rise
in oconsumption wes necessary to keep up morale and productivitye

By 1950, however, the Soviet leaders apparently felt that
sufficient concessions had been made and that power considerations
should agein prevail over welfare considerationse Investment and .
military outlay were given their treditional advantage in the allocow
tion of resources. These resources, in addition, increased less
rapidly_than during reconstructions Now that: labor and capital was
again as fully utilized as Soviet institutions and policies permitted,
the growth rate of the netional product slowed down to an annual '
average (1950=54) of about 6,5 percente This is still e remarksbly
high rate as compored to Western countries, but was echieved through
the following means and in theéface of +the following difficultiesy

The means are, first of all, e high and growing share of . .
investments, which represented some 24 percent of the GNP in 1950
and 27 percent in 19564, Invesiments continued to be concentrated in
producers? goods industries, iees where they reproduced themselves
rapidlys Consumers! goods industries and housin; received lower
priorities and, until recently, the samé was true of agriculture.

In 1953, for instance, industry received 47 percent of all contrale
i 5 od investments and of industrial investments only about 9 percent
was devoted to light industries (including food industries) and very
little to housings The shere of agriculture was but 15 percent of
81l centralized investments :

Tn addition to increased annuel investment, the USSR has cons
tinved to utilize its capital’ stock very intensely. Sband=by reserves
and inventories are small by US standards. Moreocever, practically all
additions to the labor force are chenneled into high productivity jobs
in the industrial sector of the economys Participation of the populae=
tion in the labor force is high and the official workeweelk has continued
since 1940 at 48 hourse
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While the aforementioned factors explein why the Soviet GNP
hes risen fest in comparison to most Western countries, there have
been three main deterrents to an even faster growth: One is purely
institutional, vize the retarding influence of a bureaucratically
menaged economyes The second has to do with another basic feature
of Soviet policys +the stress on preparedness had lead to devoting
& high proportion of national resources to military use, iece toO -
an entirely unproductive oxpenditures The third dreg on Soviet
dconomic development is the poor state of its agriculture. Weather -
has played & role in the umsatisfactory developnient of agriculbture
in the past four years, but the basic reasons are institutional
and economic = viz, & farm system that does not provide sufficient
incentives to the peesentry, the disrupting impact of the kolkhosz
mergers in 1950~5l, an erratic agricultural policy in general, poor
farm management, and technological backwardnosse
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IV. Soviet Gross National Product: BEsbtimate A

As Soviet GNP .in 1948

The year 1948 was selected as the base year in Estimate A because .

it was expedient to use the latest year for which national accounts had .
already been set up by Bergson and his assoclatess 1/' Apart from this- . -
cons ideration, there are both advantages and disadvanteges in using 1948
as the base year, On the one hand, informetion pertaining to-1948 is-.
less scarce than for more recent postwar yearss moreover, in 1948 the’ ..

SR almost reattained the prewar level of outpute On the other handy. ..
the 1948 price system, with its high subsidies for producers?' gocds and.-
it particularly heavy turnover tax on consumors' goods was abandoned
shortly thereafter; consequently, GNP figures expressed in 1948 market
prices are somewhat atypical and the problems of converting them to
factor cost are made more difficul te

le The Bergson Figpures for 1948, The 1948 GNP estimate in markgz
prices as developed by Dergson is presented in Tables 4 and 5 == the rormer
toble being a sumpary of the main income accounts and depreciation, the
latter table being a breakdown of the Soviet 1948 GNP by use categorye. No
breakdovm by sector of origin for the year 1948 was made by Bergson and
no such breakdown in merket prices can be readily derived from his basic
accountse :

The 1948 GNP estimate in adjusted prices (factor cost) as developed
by Bergson is presented in Table G. As indiceted, the calcéulation of Soviet

GNP at Tfector cost is mede by use category, not by sector of origine How=
ever, it is possible to derive a breakdown of this adjusted GNP by sector
origin from Bergson's estimate of Soviet net national income by economic

sector for 1937, This derived estimate for 1948 is presented subsequentlye

l/ Bergson and Heymenn, Soviet National Income aend Product, 1940~1948,
New York, 1954, Bergson and his assistants have produced & number of
other studies on these and previous years. See, for example, Bergson's
Soviet lational Income and Product in 1937, New York, 1953; and Oleg
Hoeffaing, Soviet National Income and Product in 1928, New York, 1954.
Thess authors are HOW WOorking ol nationel income accounts for a year
in the early 1950%'s and, at the same time, attempting to link the
date on the various years for which GNP estimates have been madee
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The 1948 GNP figures developed by Istimate A differ from Bergson's
in the following respects:

8, Total GNP: The total national product in market prices
(vize 811.2 Billion rubles) is unchanged, but the total GIP at factor
cost is higher. This diflerence is caused by the inelusion of differ=
éntial land rent in Estimate A which, in effect, is equivalent to
elinlnaulng only part of the turnover tax.

be Income Aocounts; Estlmate A uses a higher depreociation
figure and, as & consequence, reduces the net income retained by
economic organlzatlonu In addition, while tie total for the house~
hold account is unchansed, cortain modificetions are made in the
figures of the sub-items. The statistical discrepancy is eliminated
and net farm income increased correspondingly; non-farm wagses and
salaries are also increased slightly. These changes are made because
of a different treatment of land rents Pay end subsistence of the
armed forces are inereased by tne estlmated mnount of pay and subsise
tence of the military police.

¢e Breakdown by use. Lstimate A attemvts Lo account for hidden
defenso expenditures, changes some investuent subwcategories in the light
of date not used by Bergson, and adds to the cost of povermment adminise
tration some expenditures of: Party and trade uynions insofer as they per=
form aduinistrative functions of ‘thé goverrments These chenges lead o
a somewhat different breakdovn of the GNP by end~use, though they do not
as such change the GITP total in market prices. Hovever, as noted above,
the total GN? in edjusted prices (factor cosb) is higher than Bergson's
'corresponalng figure and the' ehdruse breakdown of the GNP at factor cost
is therefore affocted by both these changes end the. dlfferent treatment
of land rent.

: d. - Breakdown by soctor of origin: Estimate A develops a break-
;domn by origin of the 1948 GUP at-factor costs This breakdown is shovm

' for ‘both the GHP total at factor cost computed by Bergson and the some=
What higher GNP total.that results when differential land rent is included
as & factor coste

;Zq The 1948 income accounts :as modif ed by Egtimate As The income
.accounts used in lstimate A are shovm in Teble 7, The sare basic data
‘used by Bergson underlie the figures in this table, but different esti=-
fmates of certain sub=items have beon made -

a. Depreciation cbarges, Por 1957 Bergson computed a deprecla-

' tion of abou® 2 percont of the GUP in established rubles and 2.7 percent
in #djusted pricese The corresnondlng US figure for 1937 was 7.6 percente
Measured against the national product,: “the Soviet stock of fixed capital
is smaller than thet of the US, and so bergoon supposes "that the correct

. SECRET
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figure for the USSR would be double the present one or 5 percent of the
gross national product in adjusted-rubless"li/ However, he continued to
use for 1948 only 2 percent of the estimated stock of fixed capital
(which is equivalent to about 2.3 percent of his estimated GNP)s

A rate of 5 percent of the GWP in adjusted rubles corresponds to
3.5 percent depreciation on a fixed capital estimated at 323 Dbillion
1937 rubles. The same percentage, if applied to the estimated 1948
fixed capital stock of 700 billion rubles (1948 prices), yields &
depreciation charge of 24.5 billion rubles. This increased charge,
which Bergson suggestis g/'without using it in his master teble, is
incorporated in Estimate Ae : '

This revisich does not alter the GHP total, It does not affect
the total teke of enterprises end govermuént on account of dépreciation,
profits, and taxes; it only chenges the distribution of these entries
between depreciaticn, on the one side, and profits and taxes on the other.
As a result the 10¢5 billion added to depreciation is simply subtracted
from net income retained by economic orgenizations, The revision of the
depreciation charge does affect in a small way investment and militery
expenditures expressed in adjustei prices., However, thils change is so
snall that it mey be neglected, )

be Turnover Taxe Item 241 in Table 7 is quantitatively identical
with item 2.1 in Teble 4; however, there 1s a conceptual difference which
ultimately affects the GIP calculation at factor coste This item in Table
7 includes the -zovermnentts shaere of estimated land rent. The total land
rent is calculaited at approxinately 71 billion rubles E/; of which half
is assumed to be received by the govermment and the remsinder retained by
the peasantse ¢ ' 7:

ce Net Farm Income, In developing his figures on net farm income,
Bergson recognized that some or all of the peasants! share of land rent
was included .in his ovaluations of their incomes. At the same- time, he
observed thot "to some limited extent, the turnover tax on agricultural
produce 1is to -be regarded not as & sales tax but as the economic counberpart

l/ Soviet Wational Income and Product in 1937, ps 8l

E/'Soviet'Nationalilncome and Product 1940=48, pe 774

§/'This ostimate is derived from the computed share of agriculture in
the GNP, which in turn is calculated as pard of the estimated breakdown by
sector of origine .See below, ppe 30=33, for further discussion.

" .. SECRET.
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of land rent."_L/ He did not, however, specify how much of his estimated

net farm income represented the peasant share of land rent and he made no

explicit allowance for the govermmentt's éiare of the land rent in convert=
ing his GNP estimate for established prices to factor costs

Tnesmuch as Estimate A asswmes that 55,6 billion rubles of the
total lend rent is retained by the peasants, certain modifications have
%o be mede in the housshold account. The hypothesis adopted is that in
the Bergson calculation only part of the peasants' share of the land rent
was included in his estimete of net farm income and thet; if ean explielt
allowance for land rent had been made, the statistical discrepancy in the
household account would have been eliminateds Acoordingly, item 1.6
15 eliminated as a statistical discrepancy and the amount (20,4 billion
rubles) is added to net farm incomee The remaining 15.2 billion rubles
of the peasants' share of the land rent is e ssumed to have been included
in the original Bergson estimate of 132.,0 billion rubles for net farm incomes

d. Pay and Subsistonce of Military Polices In developing a
breakdown by end-use, Lstimate A includes under militery outlays the
pey and subsistence of MVD~MGB personnel. Item ls4 is accordingly
increased by 5,0 billion rubles 2/ and the corresponding amount de=-
duoted from item 1,1, The wages and salaries of IIVD-NGB personnel
were, of . course, included in the latter item in the Dergson calculation;
their subsistence wes note Strictly spesking, the small amount estimated
for MVYD=NGB subsistence should either be added to the household account
or taken out of the statistical discrepancy, but in view of the fact that
the figure for item l.1 is itself an estimate, the entire allowance for
MVD~)GB pay and subsistence is simply taken from non-farm wages and
salaries, -

3 The 1948 Breakdown by Use in Dstimate A

u'a. arket pricess The breakdown by end=use of tho 1948 Soviet
GNP in market prices is shown in Table 8. The same general procedure
used by Bergson was followed in developing this breakdowne

o (1) Consumption. The consumption figures differ from
those showm. in Table 5 for the following reasons: (1) the estimated
amovnt of subsistence for the military police (2,9 billion rubles) is
excluded in item 1.1 ond is included in item 1.2 and (2) communal
gservides is reduced by 6 billion rubles, 4 billion of which were

d

1/ Soviot Nabional Inoomo and Produok in 1957, ppe 61-62. ‘See also
Soviet Novional lncome and rroduct 1940-48, ps 560 .

2/ See bolow ppe 28-29, for derivation of this figurc.

SECRET
Approved For Release 1999/09/21 : CIA-RDP79T01149A000500010008-3



26

Approved For Release 1999/09/21 ::CIA-RDP79T01149A000500010008-3

LIS

S,

OOOOH . N.&HH@O.!OOO...J....‘CMau.ll..!,...n‘e!c,oo-.00|0Q|0000r ClOO.J -H.DPHQQVMHH gﬂOHrﬁ.&ﬂwamomw

> .. 0 ..‘tOO.UU».....QCIOODO.‘o..-n..o-hlncleloouciitttito. Jﬂ@:ﬂmmbﬁﬂ“ﬁ Hﬁpo-ﬁ ‘

i R °l¢ : . IE80 901
m.om g : sapedes pedide) mﬁ
QQ . , SqQUSLR SeAUL UWBJ A [02TT05 -1y
—_— . mpﬂmrﬂmgﬁm 9 W ET=Ra3xH ¢°1]
AN 1e3rdeo Fuirom JOJ SUC RBOOTT® Axejedpng 217
2%65 : . 1eg des paxIT w0 81 [puadXe Kreaelpng ToW

3 UBLS oAU 8 SCID

mw l.ﬂlc..c.u.n.o..!Ql.lt.l.........lntooavﬁcn-ltoomP.ﬁ.HD..ﬂHo hh.@ﬂ.r.ﬁ‘-ﬂmﬂ n_u.mpoa

“

g0t
| mnnml. . o . o suodsem Hmnoomm AL
02 . suo [} Bl [B3suUl Qafﬁmﬂ 2Z°¢
0°*1 o uo (e MpPe pus yoseasea AxeqIyul a2°¢
¢eg ) ) v skeyqno Lxe3iy nﬁmswm BZC -
CeaT o e . sfeTqno Axweqi] (i J8UI0 3°¢
¢*9 , . - porefpng_ss. sferang 1°¢
: , _ sABT3ng AIBGITHL °¢
wcm . @N\\ .coooolontoo.-llneo.tooetanc'o.nc.OOococ-toocaooi HHOHM..N.HD.WﬁQﬂE.@AW .H.mwnvDH )
Gl ‘ _ . uoreo0[Te GOI-CAT 2°3
1°41 < : U0 [aBI4S [UTLPS [widlay 1°%
UO (98135 [UIWPY JUSUIISA0D °Z
O-mo DQJMO.OoQ-o-o-o.ooooooobeooooocoo-aoaacoaooeaoccooccconoo QONQQESWQOO HMPOB .
' 1°6.L : _‘ . . SoOo[AJes TRUNULIO) §°T
6°12 o C . sousqsisqns AxeqITil 2°T
5 S v spToyesnoy UBITIAL) T°T
il Co | . : U0 1adUNSTIOY) *T
quaoIad . sepqny
. uotiTid

L HT0dS ¥ AIVIILSE SSHOIYd C(THSITEVISH I ‘dND I9LAOS ghoT €0 ESn A€ NMOQHVEME °Q °198L

Approved For Release 1999/09/21 :gCIA-RDFf79T01 149A000500010008-3



Approved For Release 1999/09/21 : CIA-RDP79T01149A000500010008-3

SECRET - a7

transferred to myilitory Expenditures" to account for militery research
and educetion and the remeining 2 billion were transferred to "Govermment. .
Administration" to account for Party and trede union activities of & =
general administration netures The general result of these changes ro=
ducés ‘aggregate consumption by about 1 perconte - R

- (2) Government Administrations Bergson®s item “Govermment:
Administration" consists of expenditures for the upkeep of all organs of |
government as covered in the Soviet budget plus an estimate of “expenditires
Por the MVD=MGB apparatuss These police expenditures.are;hidden,in_the& .
unerplained residue of the Soviet budgete The item ."adninistration" doés |
not include the administration of the armed forcess expenditures for “this
purpose are included in the category "ilitery Outlays.”

In Bstimate & this concept of Ygovermment Administration' wes
modified in two wayse First, the ostimated cost of the military police
wes transferred to the category "Military Outlays" (item 3.28) 1/3 hence .
the estimated expenditures on the MVD=MGB retained in the category '
Yeovermment Administration" represent the non=military portion of
Bergson'!s 25,8 billion rubles. Second, an allowance was made for
some of the administrative expenditures of the Communist Party and
the trade thions; in.-Bergson's calculation these outlays were included
in the category "consumption." ‘ ' :

‘The role of the government varies, of course, from country to
countrys the differences are particularly great among countries ‘with
different social systems, That is govermmentel function in one coun’kry
mey be managed by business, welfare associations, political parties, =
churches, etce in other countriese It is impossible to meke the inter= "
national statistics of administrative expenditures strictly comparative,
It is, however, felt that Yoxpenditures on government administration" .. ...
as mirrered in the Soviet budget account understate Soviet administrative

cost of Party and trede unions insofar as they perform ¢clearly govern=
montal functions. The Communist Party of the USSR directs and instructs
the govermment with respect to policies in general and in detail and
supervises all branches and levels of the government; it also frequently
seizes the functions of the executive branch, The trade unions, in

turn, adninister the social insurance system and act as agents of the
government in distributing government funds for oldwage pensions, dis=
ability, poyments, and soO Ohs

For the purposé of ‘this peper a flat 2 billion rubles were added
to administrative expenditures. This sum was derived by adding the
selaries of 100,000 fulletime Party employees in raion end higher level

a.

:b/ See beiow, p; 2030 for further discussion of militery outlays.

SECRET
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organizations at an annual salary:of 12,000 rubles 1/ plus & 20 percent
supplement for office supplies, rent, étc., and some 500,000 rubles for
trade union administration. 3/

(3) Military Outlays. Bergson's category "Defenss" con=
tains only military. expenditures as recorded in the budget of the USSR
Estimate A adds the probable amounts of appropriations which, though
nilitary in purpose, asre included in the Soviet budget categories
"Fineneing the National Beonomy,”™ "Social and Cultural Services," and
in the unexplained residual iteme This transfer reduces investment,
consumptlon, and administration outlays without affecting the GNP total.

'(a) 1VD-1GB Allocationse Part of the police troops
are for all practical purposes a militery forces In 1948 they numbered
about half a million men, l.e., one eighth of the armed forces, Being
elite troops, their living conditions are probaebly somewhat superior.

%o those of the soldiers; their armement is, of course, less' complex
and costlye Since in 1948 munitions procurement was relatively low,

it was considered reasonsble to allow one oighth of the military budget
for the upkeep of %he military police, 1leee, 83 billion rubles in
astablished prices. This amount wes transferred from Government
Administration and, in particular, the MVD=MGB budget, The MVD=-MGB
budget was thus reduced from 2548 to 17.5 billion net of paramilitary
expendituress It was furthermore assumed that 60 percent of the 843
billion, i.e., 5 billion, were devoted to pay and subsistence, thus
affording the police troops living conditions 20 percent above those of
the average soldiers The remaining 40 percent (3«3 billion) represent.
outlays for weapons and other supplies for these police troops. gy/

!/’There eylst some 5,600 republlc, krei, cblast, okrug, city, end
reion Party comitiees and it wes conservatlvely estlmated that the number
of full-bbne Party workers in each of the commlttees has ranged from 18 to
25, ‘

3/ The latest fisure on administrative expenditures == 510 million
rubles -~ concerns the 1946 trade union budget quoted in Professionalnye
So: (Trede Unions), January 1947, Between 1946 and 1948 the trade.
union membership has grown by about 10 perocent to 28,600,000 and adminis-
trative expenditures should have increased somewhete Prlce changes between
1946 and 1948 mey not have signlfioantly affected the admlnnstratlve
expenditures of the unions.

3/ 1f the 5 billion rubles were divided between pay and subsistence
in the relation Bergson used for the armed forces (14:19), the pay would
have amounted to 2.1 billlon rubles, the subsistence to' 249 billion.

SECRET
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(b) lMilitary Research and Education. The Soviet budget
item "Expenditures for Social and Cultural leesures" includes certain
amounts for the training of officers? corps and .-for scientifie research
of a military nature. It was estimated that f;billion rubles were spent,
for the first purpose, 3 billion for the second, e

(o) Militery Installationse Wilitary installations' =~ ¥
financed from funds outside the ermed forces budget are known to have

played & great role shortly before the Second Wworld War, According to. . .

the Soviet economic plan for 1941, 20 percent of investment in fixed .
capital was scheduled to be invested in armement plants and an additional
8 percent in military installations out of the funds of the Cormissariats
for lunitions Industry, Armament Industry, Aviation Industry, Shipbuilding
Tndustry, etce (10 and 4 billion rubles, respectively)s The amounts spent
for similar purposes.after the war were, of course, smaller. In Estimate A; -
investments in armement plants from funds oubside the armed forces budget
are kept in the category "Gross Invesitment," but an allowsnce of 2 billion
rubles was transferred from fixed capital investments %o the category. = .
"ilitary Outlays" for military facilitiess ComeEn
ST (a4) Special Weapons. Soviet development of ‘special. .
weapons, including nuclear weapons, is finenced at‘least in part by fgnds:”'
outside’ the” explicit defense appropriation in the budgets The amount =~ °
spent For such purposes in 1948 camnot be esbimated with any degree of .
accurdey; hiowever, not to allow explicitly for such expenditures would . |
certrainly undorestimate total Soviet direct military expenditures, . .The '
figure ‘used.in Estimate A is admittedly only a rough guess, but is L
belie¥ed to be a conservative allowonce that is at least correct in o
general order of magnitude, ' cT

i )‘.'-.. .

(e) Total Military Qutlays., The above=mentioned '/
four items, together with budgeted defense expenditures, coustitute total’
military outlays in Estimate Ae. Outlays for strategic stockpiling have
been keptrin the category "Gross Invesiment" and no estimate is made of
the money value of military support received from or given to other
countriess '

. .(4) Gross Investments Budgetary expenditures on fixed -
capital (item 4,1) were reduced 7 billion rubles as a result of trans~
ferring to ‘the category "ifilitary Outlays" the estimated amounts spent
on military installations (2 billion rubles) and special weapons develop=
ment (5 Billion rubles). Aside from this transfer, the figures for gross
investment in Estimate A differ from Bergson's in the following respectss

SECRET
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L ' ' (&) Collective farm investments are believed to

have been overstated by Haplan E/Q;whonSUbsequenhly reviged his estimgtee.. -
An independert ‘estimate of 848 billion rubles (including 1,3 billion ..
credits) was used instead..g/ ' L e

. (v) For similar reasons, Bergson's esfimate-df”‘
cepital repairs (14 billion rubles ) was abandoned in favor of a some-
what higher figure (20,2 billion rubles)s PUIE !

A )
afor N

\ (¢) Bergson had & separate entry for extra=limit . = . -
investmentse Now it appears as though they were inocluded in the budgeted. ..
fixed capital figure. ‘/ithout deciding whether or not this is true, it..
was ‘considered preferable to eliminate the category entirelys

T : ”(d) Since total investments are caleulated as &’ L
residual, "other investments" inerease correspondinglys o o

‘be Factor Cost. In order to éovert the 1948 GNP figures from .
market prices To factor cost, it is necessary to meke threc adjustments R
for each constituent item, Firstly, part or a1l of the turnover tax must
be subtrected; seccndly, subsidies must be added; end thirdly, adjusiments
between verious sub=items must be made to offsé% the distortions caused by .
multiple pricess All of these adjustments.are nade in accordance with . .
Bergson's procedures, _3:/ but, as previomsly:mentloned, Estimate A conside_zfs..
differential land rent as a factor: cosk,. Table 9 shows separately the
three adjustmeénts excluding the goverimeht’s shere of land rent and there-..
with the modified:breakdown by use of: the!Bergson GIP total at factor cost
(vize 61647 billion rubles), «Table: 9 then shows how. the latter breakdowm. ..
is Purther changed by the inclusion of the govermment's share of land L
rent as & faoctor costs

B AR

5

y Keplen, Capital Investmé'n‘ts mhhe So.w}ie-t: Union, 192451, Novembe;;_-'j.t
1951, The deta In estaplished prices in Ghis study were used by Bergson -,
in his GUP analysis. :*:,-i.

_2_/ This independent estimate:is equivalent %o that used in Hstimate B

§/ "For details of the adjustments, item by item, see Bergson=Heymann ..
g_g_;".'c‘it.; Appendix Ds It should be noted that in malking these -adjustmontsa
in Tstimate 4, ‘the figures in mare t prices for each use cetegory have .
already been modified as indicated in Table 8 above, L ‘
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.The land rent under discustion is rent purely in the economic sense;
contract rent does not exist in the USSRe 1/ This economic land rent is
partly retained by the tillers of the soil and partly appropriated by the
governments Collective farms (and the as yet uncollectivized peasents, of
whom there were several million in 1948) earn the rent insofar as they
consute selfeproduced foodstuffs and sell other produce on peasant merkets
&t prices abovo thoso of tho govdrrmont stcreog. &/ State farm . ‘
workers and other rurel or urban dwellers with kitohen plots also aoquiré
some land rents Inevitably farmers with superior land are better off than i
their less favored colleasues, ab loast before direct taxes, The governs
ment sappropriates the rest of the land rent Insofar as, in a very. er¥ude
way,: it takes hccount of fertility and location of the' land’ in {fixing ‘the
prices it pays the agricultural producers for their obligatory 'and’ vols
untary deliveries, The state sells the produce at uniform prices and
thus its revenuve contains its share of the rent of superior land,’, o
1" A bursory exzemination of the land rent problem shows, thdt the dmounts’
involved are by no means negligible, ' In the US, land rent (cohtrgcied as
well as imputed rent) represents sbout one=third of the net agricultural
outpute In backward agricultural countriss the land rent mey constitute
as much as half of the wvaluse added in agriculture, or even more vhere :
lend=hungry peasants are willing to work for a near-starvation imcome. I
It is:believed that.in the USSR, with its low productivity of farm labor
and ‘fairly-high contribution of sapital.to néy. agricultural owtput, the
lend rent would amount to roughly 40 percent of that outputs This per-
centage is used in Estimate A to caleulate the total land remt, Ey(

e,
N

- Since abouk half of'SOVieﬁ‘;g%ibultd}ai outpub is either corsumed v
on the farms or sold on peasant markets, while the other half is delivered
to the povermment, it was assumed that half of the land rent dccrues to
the peasants and the remesinder is hidden in goverrmment revenues, notably -
in the turnover taxs . As indicated ghove, an undetermined amount of the
peasents? share of the land rent 1§ mlready included in the Bergson

f&l Sée Kollkhozhaye Travo, @de Ry Ne Do Kasantrev and Ao Ae Ruskol,
Moscow, 1950, pe 162, Seo also the discussion of differential rent in
Politischeskaya Elonomiya = Uchebnik, HMoscow 1954, :

E/'Thus the:peasants' income dlso conteins some +race of monopoly .
rent and interest on investments,,: . ) :

3/ Vet agricultural outpub in 1948 is estimated to be 178.1 billion
rubles (ses pe 36 , below); hence, the land rent amounts to 71.2 billion
rubles, S R - -

o
[

L
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estimate of net farm income, If that smount were known, a direct adjuste
ment of the figure for net farm income could have been made == namely, an
increase by the difference between the calculated pessants! share of
land rent (35.6 billion rubles) and the amount implicitly assumed by
Bergson, Inasmuch as this procedure was not feasible, it was assumed
that that difference would rot exceed the 2044 billion ruble statistical
discrepancy in-the original Bergson estimate (seo Table 4, above)e . Thus,
while much of the peasants' share of the land rent is assumed to be
inoluded in Bergson's GNP estimate at factor cost, the wovernment's
share was in effect excluded by the elimination of the entire turnover
taxs  The govermment's share of the land rent therefore has been rein-'
stated in the present caloulation.

The inclusion oftkis 2and rent incremses the total GNP at factor
cost from 6167 to 6523 billion rubles, or by 8.8 percent. Insofar
as the land rent alffocts consumpbion, it was proportionately distributed
beltreen civilian, households and nilitary subsistence (including the
subsistence of both the armed forces and the military pol:ce). Accord=
ingly, the breakdovm of the 65243 billion figure showm in Table 9 serves
as the basis for caleulating the size and composition of the Soviet GNP
at faotor cost for the perlod 1948=-54.,

4. The 1948 Breakdown by Sector of Origin. 1n E,tlmate Ay The hreake
dowm. of the 1948 GNP by sector of origin in ‘Tstimate A is calculated
indirectly. No- att@npt was made to computé es.ch seotor's contribution
t6 the GNP from-{fhe 1948 income and outlay data assembled by Bergson.
Instead, his breakdown of the net national product {at factor'oost) for”
1937 was used as o base l/ and moved forward to 1940-and 1948 by means
of independent sector indicess The: percentage breakdowns of the GNP in-
the yeers 1937, 1940, and 1948, together with the resulting indlces for
the four main comognents, are: ohown in Table 10s -

as Sector Developments, 1937*48

ie A rlculture. Between 1937 and 1940 the USSR aocquired
enough territory %o Thorease its agricultural output vnder normal weather
conditions by 10 porcento Officially the increase was given as 15.7 per=
cent, but this figure is exagperated if only because in 1939 the system
of estimating biological ratner than barn yields was extended to indus-
trial cronu.'g/ For this reasong  and also to take sccount of the fact
that the weather was exceptilonally favorable in 1937 and below average

in 1940, the actual increase. in output by 1940 is estimated at about’

y é/ Bergson, Soviet National Incomé“and Product in 1937, Hew York,‘
1953, pe 98 . ' o ‘ A ' v

2/ See N. dasny, The boclalized Aar1cu1ture of the UbSR, Sbanford
California, 1949, pe 674 ~

¢
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Table 10, ESTIMATED INDICES. OF SOVIET GNP BY SECTOR oF ORIGIN:
v 1957, 1940, 1948 &/

1927y 1940 _/ ,‘ 1948 o/

19373100 .
Agriculture ' ,',‘51o2 . 3449 iZé.é
Industry and construction - . 3635 4le1 4546 - .
Transportation and communloatlons S Bel 9.4 gl-;o.lfw-
Trade, flnanoe, services, vtce .oR4eR 34,8 33.8

- TOTAL GNP ; 100,0 120,62 11644 .

19403100 | o
Agriculture . B5.9 . 29,0 2243
Industry and construction . B0e% 34,2 38,0
Trans portation and communications. - Bal 7e8 Bk .
Trade, finance, services, etcs . 20.% 29,0 28,2

TOTAL GNP ., BBs7 100.0 B6,9

19484100

Agriculture. N R I %} 3064 23+1
Industry and comstruction = 7 UV UUTTUBILE T 0 3546 3942
Transportation and communications G Te0 8¢l , 8s7
Trade, finance, services, eotce - ;”a o 21e0 30,2 - 29,0

E/ Figures for 1937 refex to USSR's proway ooanﬁarlos- flgures for ¢
1940 and 1948 refer to postwar boundaries. o : .

E/’For the year 1937 Bergson gives the followmng breakdown in percent

of the net national product in adjusted prices: . ' e
Agrlculture ) - 29
Industry and construotlon She

Transportation and oommunioatiOhs

Trade, including restaurants

Finance

Services, including govermment

Other, including statistical discrepancy

jo )
Slpsopapo
UL O O~ WO

100.0

Bergsont!s estimate of Sov1e$ gross national produet for that year
was 247 percent greater than the estimated net national product, but was '
not*broken down by sector of origins This difference was. dlsrogarded on
‘the assumption that depreciation would be distributed emong the main come
ponents in approximately the same proportion as their respective shares of
thé total GNP, . The Bergson breakdowm included 4.0 percent for gtatistical
discrepancy and 0«5 percent for a miscellaneous category. called "other;"
these 445 percent of the total GNP were distributed proportionately among

the four components shownn in the table,
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12 percents Estimated outpub.of. key agricul tural commodities indicate,
that 1948 production was 20=25 percent below that of 1940, The 1948
index for this component of the GNP was therefore calculated at 77

percent of the 1940 figures =

. © i1, Industry and Construetion. -Industry and construction
.expanded .rather slowly between 1937 and 1940 and the amnexations did not
~add eppreciably to Soviet industrial capacitys Hodguan's index of indus~
.. trial production i/'rose during those three years at a compound rate of 4,7

perdent per annum; Shimkin's index of mineral conswuption %/-by 347 pors
‘eent per ammum, Construction is believed to have increased more slowly
than industriasl production. In the light of these figures an increase
of 4 percent per annum was used:for industry and construction combinede

. By 1948, both Hodgments industrial index and the index of total
freight turnover were 8 percent above 1940 while Shimkin®s mineral con=
sumption index shows an increase of 13,6 percent, The low level of
agricultural outpub in 1948 tended ‘to reterd the increase in freight
turnover and thereby to make this index a poor measure of industrial
progress between 1940 and 1948, This gonsideration, as well as '
Shimkinis index, cast some doubt on: Hodgmants 8 percent figures E/

Tt was ‘therefore decided to useé a. compromise ‘figure of 1l pereent
increase in imdustrial oubput’ahd construetion between 1940 angd 1948,

' . o oot b ek Tl Ty L T
- iile. T wportation tnd Communfdoationsy'  Total freight
turnover increased by about b percent: per anmum belwoen 1937 and 1940
snd this percentage was used to move the index for transportation-
communicetions from 1937.t0 1940, .The 8 percent overall increase of
the freight turnover index mentionsd-previously was applied to the
period 1940=48, ' .0 oo mn et i Cam oL

[

i/'Hodgman, Soviet Industrial Production 1928-1951, Cembridge, °
MesSe, 1954 A preliminery version appeared s Vindustrial Production”
in Soviet Iconomic Growth, ede As Borgson, Evanston, I1l., 1953, pe 236

2/ Shimkin and Grossmen, Mineral Consumption and Zeonomic
Devolopment in the United States and Soviet Tmion, Russian Resear ch
Center, iarvard University, Cambridgae, lMasse, April 1952, pe 20

Ey/fﬂé'himself speaks frankly of the deficiencies in. his calculations
for these yearses See Ope cite DD 85-88, TS

.
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. ... ive Servicese  The contribution to the.national product

of services, trade, finance, and all other components was determined o
by increasing the 1937 figure by the growth rates of the employed labor,.
force in this seotcre Whilo it is reasonable o assume that output per..
men-day probably did not change significantly within this shor® period,
the labor force figures themselves are very difficult to estimate. The
Soviet armed forces are believed to have grown from about 1.5 million.
dn 1937 to 3 million in 1940 1/; they numbered about 4 million in 1948.3;
.y The muber of workers and emp yees in the general government adminise. .
tration, other services, and trade seems to have increased from 9 to _f:;
1049 million between.1937 and 1940 and to have declined to 10.8 mllllqn'
in 1948+ For the third category of persons included in this computation,
vig. handicraftsmen engaged -in service trades, it was assuned that of,
all oraftsmen (cooperative and individuval) half were producing, the
other half serwicing, and that’ their nunber changed from 2,5 million
in“1957'tb 2.8 million in 19&0 and 5 2 million in 1948..5/ - S

- b. Sector hreakdovn of CNP at factor coste - The derived per= .
centages for 1048 showm in lable 10 semot be applied to the total GNP
in merket prices, since the underlying 1937 figures were already aggusted
to o factor cost basise. If The net: output of the fomr main sectors moved
as indicated in Table 10, then the ruble valuve of each sectorts outpub .
in 1948 .can be .computed from the total. GNP for the year as caloulated ‘
by Bergson (vize 616.7 billion rubles)s The sector brealzdown of the
GNP at factor cost as defined in i st1m&te~k hoyever,‘must -include the
government’s share uf the land rentq LTI

Both breakdowns are shown 1n Table 11. The ruble figures for.
the components of the GNP without land rent, are obtained by applying
the previously derived 1948 percentages to the indicated’ totel; the
breakdown of the GN.> including the land rent is obtained by adding
the govermment share of thet rent (viz. 3548 billion rubles) to the
net output of agriculture, The percentage distribution of the:
latter GNP is accordingly modlfled, even though the ruble figures
for the other . three sactors remaln uncliangeds :

‘I- -

n o

1/ See The hrmed Forces of the USSR: Numberhéf'“ersonnei 1919=1920,
“CONIPIDENTIAL, working paper nrepared hy The Denxrhnent 9&.. Commeroe,
25X1C8Bursau of the Censuss L . Ce e T e
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Be Soviet GNP 1928~1948

1, Broeakdown by Sector of Origine Rough GNP figures for the years
prior to the base year worc developed by following the same general pro=-
cedure that was used in caloulating the 1948 sector brealdown, Given
the latter figures a§ showi in Table ll, the ruble wvaluve, of the total
GNP in 1937 and 1940 cdn . be caloulated from the ﬁnggxés’pfeségte$ﬁin

Table 104 vy A fe

8, Dstimates for 1937 ‘and 1940, On this basis, the 1940-GINP
that is conceptually comparable to-the 1948 GNP, excluding the governe=
ment's share of land rent (vize 61647 billion rubles), is 104,3 gercent,
of the 1948 figure or 643.,2 billion rubles, Similaerly, the 1937 figurpe:.

is 86,7 percent of the 1948 figure or 534,7 billion rubless ' i ¢ L
Those totels werd broken down by sector of origin by vsing the !
appropriate percentages in Table 10s In order to take account df the i
govermment's share of land rent, the net value of agriculture go computed
we.s increased by 25 percent = the seme percentage that prevailed in o
1948 {see Table 11)s. This assufies, of course, that the amount of the: !
govermnent'!s share of land rent in these prewar years was approximately
the seme proportion of the net agricultural output as in 1948, The .
inoreased value of agricultural output is then added to the éalcula ted ™
value of output of the other three sectors to arrive at a GNP totael .
comparable to tho 1948 figure of 65243 billion rubles. .The results ;
of all these computations-afé<§hmm@rized in Table 12, ' : .

be Dstimate for-1928. Fof' the year 1928, the GNP total and ..
its components wes estimated by linking sector indices for the period
1928~374 B SE Voo

According to Jasny,.L/ Soviet agriculture increesed its output
(net as well as gross) by 15 percent, i.es by 1.6 percent per amum,
during this period. This percentage increase is used in the present
caleoulation with the full realizetion that an accurate measurement
of the velue of Soviet agricultural production during the period of "~
sollectivization is virtually impossible.

The value of industrial production in 1928 is calculated from
employment and productivity estimatés, Factory employment in large+scale
industries (excluding large—scale cooperatives, but including Torestry
and fisheries) increased from 3.1 million nersons in 1928/%9 to 848°
million on January 1, 1936, ie.6s by 183 percent in seven yearse
Employment in smellescale industry end in cooperatives (members as
well as workers snd employees) grew from 1,6 million to 242 million"
persons, il.0. by 38 percent. . Hence the total industrial labor force

1/ Neum Jasny, The Soolalized hprioulturc of the USSR, De 775s’
I A i _
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increased from 4.7 million to 1140 million, or by 133 peroent. Output
per worker probably increased during this period primarily, if not
exclusively, as a result of the greater increase in employment in
large=scale industrye It is assumed that the latter's higher pro=
ductivity is reflected in the average monthly income of workers in
large=scale industry as, compared to small=scale industry. On this
basis, output per worker in large=scale industry would -be about 38 .
percent greater than in small-scale industrye 1 / Assuming that this @ .
ratio did not change between 1928/29 and January 1936, industrial
output during these seven yeers would have increased by 144 percent,
or by 13.5 percent per amume 3/ The latter figure is used for the
period 1928=37, Cod

« «Tigures for the transportation-communication sector were calcu=
lated on the basis of freight turnover of all cerriers, vhich rose by
15 percent per annum during the 1928=37 periods The service sector was
moved on the basis of the number of workers and employees in selected
service groups. In the absence of better date, labor foreoe figures
on educational snd medical persomnel were considered representative
of the contribution of the service sector as & whole, The increase
per emnum (about 6 percent) is at best an approximation. However,

8 rote higher than in postwar yeers is likely since during the two
first Five=Year Plans industrializetion and: urbanization required
a proportionately larger government apparatus and therewith more
repid increases in administrative personnel as well as teachers,
doctors, and the armed forces.

*é%/*ln 1938 the.average monthly income in large=scale industry was
917,50 rubles as comparéd t¢ 157.30 rubles in small=-scale ‘and cooperative
industry.

E/ The product of employmént and oubput per worker indices is as
follows:

(RN

Employment Productivity Output .

- Large Smaell Total Terge omall large Small ‘Total
1928/29 66 38 100 138 100 - 91 3¢ 125
Januery 1936 187 = 47 234 -~ 138 100 268 - 47 306

ibon?%rting the above output indices to & 1928/29 base, the Januaryﬁ
1936 index numbers are as follows: Lorge scale = 283; small-scale = 138;
total industry = 244, : . 5
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24 Breakdown by End=Use, Table 13 shows the.estimated breakdown by
end=use of the Soviet GNP in 1937 and 1940, No similar breakdown was
developsd for 1928, &/' The repid chenge of the mrice structure between
1928 and 1937 mekes it inappropriate to use physical output data as
yardsticks for measuring the relative development of investment, con=
sumption, and the other use categoriess It is well~known that in
physical terms the production of basic raw materials and machinery in-
creased greatly botween 1928 and 1937, but at diminishing -factor coste
By coimputing the value of the output during the period 1928=37 at prices
of an early or late year a range of growth figures can be developed, but
such a study was not attempted in Estimete Ae

~ For the years 1937 and 1940, the percentage breakdown developed -~
by.Bergsan were initially applied to GHP totals wnadjusted for lend rent&
The sum allotted for land rent was then added to constmptione DMNoreover,.
in line with previously explaired modifications of the accounts as comptited
by Bergson, some items were shifted among the use categories without =~
affecting the GNP totals

_ fe Administrations These expenditures accounted for 3.1 ‘
percent of the Dargson adjusted GNP in 1937 and o 3.6 percent in 1940, -
In sbsolute figures, -they total 1646 billion adjusted 1948 rubles for -
1957 and 23.2 billion for 1940, Thesé latter emounts were then in=
ereased by an allowance for the quasimgovermental functions of Party
end trade unions, For the year 1948 1444 billion was added on account
of the Party end 0456 billion on account of the unions. 2 Membership
in the Party and trade unions was used as & yvardstoek to calculate

M) O -
P . . g
PR © e :

3 X ittt

H

e

1/ The Hoeffding study for 1928 (vig e Soviet National Income arnd
Product in 1928, New York, 1954) arrives at a share of gross investmenk
In GND of 23,2 percent (Table 6, ps 46)or, in a modified version, of
2044 percent (ps 72)e This ratio is about the same as Bergson's ratio
for 1937 (22.9 percent)s The 1928 share of consumption (persomal and
communal) in the GNP is 715 percent or, in the revised version 715
percent as compared to Bergsont's 6643 percent in 1937, It is quite
likely that in current prices investment in 1928 were quite heavy, since
it was the year when the First Five~Year Plan began, However, produgers?
goods pricesin that year were high, so that, expressed in prices of
1937 or later years, the investment effort of that yeer would shrink
and. consumption would correspondingly increase, If this change in the
price structure were neglected, the Hoeffding-Bergson statistics would
inply that between 1928 and 1937 consumption increased almost as much

“as investment, This would be contrary to what is kmnown of the slugglsh

‘development of consumption as well as of the rapid expansion of pro=
~ducers! goods outpute o o

5 E/fSee above, pp.\271285
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similar outley figures for 1937 and 1940, 31/ On the assumpbvion that the
value of the quasiw~govermmental functions of the Party and unions paralleled
membership, the additional administration expenditures in 1937 amount to

0e8 billion (0442 billion for Party, 038 billion for unions) and in

1940 to 1421 billion {0472 billion for Party, 0549 billion for unions).

Milikery police expendltures were transferred from the adminige
tration category to defemnses For the base year 1948, the amount T
similarly transferred wes estimated at 843 billion adjusted 1948 rubles, E/
The 1937 and 1940 figures were estimated.at about 50 and 80 percent -
respectlvely of this sum or 4.1 and 646 billions The result is 1646
plus 08 minus 4415 13,3 billion adjusted 1948 rubles for 1937 and
2342 plus le2 minus 6468 17,8 billion for 1940,

be Militery Outlay. Bergson'!s percentages for dofonso (vize
7e7 percent of adjusted GNP for 1937 and 1546 for 1940) are used to
calculate explicit militery expenditures in adjusted 1948 rubles for
these prewar years, namely, 41,5 billion in 1937 and 10041 billion in
1940, To these amounts were added the aforementioned outlays for the
military police, 045 and 1 billion for military education and research,
and 2 and 8 billion respectively for military instellationss 3 These‘
additions increase the militery outlay to 4844 bll’lon adjusted 1948
rubles in 1937 and 1156,7 billion in 1940.

Ce Inveutmentag ‘The. Bergson percentages a:e 2249 and 16,6
percent of GNP for 1937 and 1940, respectively or L22,6 and 10646
billion adjusted 1948 rubles. These amounts were reduced by transferring
2 and 8 billion rubles from. the investment to the defense itém on accownt
of military installationse - Thus the 1nveshnent figures-are 190.6 and
9846 billion for 1937 and 1940'..~

1/ Party membership was about 1.98 mllllon in 1937 3e¢4 million in -
1940, and 643 million in 1948, There wore about 1946 mllllon.unlon
msmbers in 1937, 25 million in 1940, and 2845 million in 1948

2/ Soe above, Table 8e T
3/ The 1étter flgurells based on the 4 billion current rubles which,
in the 1941 plan, were .appropriated outside the. explicit military budget

for military facilities; the seme amount, in real terms, was assumed for

the year 1940, hut the flgure in current rubles was doubled on account
of the depreciation of the ruble between 1940 and 1948,
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de Consumption, The figures shown in Table 13 are residuals
obtained by deducting administrative, nilitery, and investment outleys
from the GNP totals ineluding lend rents While aggregate consumption,
so derived, was 16 percent higher in 1940 than in 1937, on.a per capita
basis consumption in 1940 was slightly lower than in 1937 «= in pert -
because of the additional population acquired through aymexetions

- Ca Soviet GNP, 1948=53

le Development by Economic Seotors The estimate of Soviet GNP for
the period 194853 begins with the Preakdovm by origin of the 1948 Soviet
GNP at adjusted factor cost and proceeds by estimating how these sector
contribubions to the national product developed in the period under
reviews Sector indices are applied %o the breskdown of the 1948 GNP
by origin, ruble figures derived for each sector and for the GNP as
e, whole for the years after 1948, and finally the totel GNP .is then
distributed by end=usc. Thus the first step is to determine the
ineregss of output in agriculture, industry, etce for the years vnder
roview, The rates of growth obtained are presented in sections C and
D of Teble 14 ‘ '

ae Agriculture. The agricultural output index is baged on
the estimsted produotion of typicel agricultural commoditiese IL
shows an increase of 19 percent between 1948 and 1950; in the absence
of figures for the year 1949, this total inorease was evenly distributed
_over the two yearss During the following four years output fluetuated
: consicerably; it declined by an estimeted 4. percent in 1951, recovered
by 8 percent in 1952, fell back by 4 percent im 1953, and recovered by
3 percent in 1954, In the latter year agriculbural production is
thought to have been only slightly above +the 1950 levels This poor
showing was due not only to weather conditions but also to the de=
pressing influence of the kolkhoz mergers of 1950=51 and the neglect
of agricultufe {n the ellocation of resources. The 1954 output in
this celoulation is 22,5 percent esbove 1948  which is almost identical
with the independently derived figure of 124 in Bstimete Be ’

be Industry and constructions This-sector is believed to
. “have expanded by 15 percent per amum during the years 1948«50; in
the following four years progress in industry and construction slowed
-.down to 13 and 10 percente These figures were arrived at by using
the eforementioned indices of Hodgnen and-Shimkin,.&/'tempered by the

l/ See pe 354 The following data summerize the annual rates of
increase in percent over the preceding years

1949 1950 1951 1952 1953 1954

Tndustrial output (Hodgman) . 2047 1544 1449  8a7% 1044%* Dete
Mineral consumption (Shimkin) 1440 1347 1lel 1144 844 10,0
Ton=kilometers, all carriers 17¢5 1447 1240 940 840 740=840

- 3
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index of total freight turnover; they were used as general yardsticks in
determining the smount of GNP origineting in both industry and construce
tione The 10 percent growth between 1952 and 1954 is more an average

than & yearwby=year estimate of industrial output and constrvetion a.ctivitye

Jv'ge , Transportation and Communicationss For the years 1948=50,
this-sector was moved by the same percentage as industry=consbruction,
vize 15 percent per amnnum; for the subsequent years, it was moved by the
index of freight turnover. The post=1950 growth of trensportation is’
thus [§¢mewlhat less then the growth of industrial outputs This relation=-
shin is the reverse of that preveiling -ifi the 1930's; toe chahge can; be
attriboted to & higher degree of Soviet economic maturity, to & policy
of economizing trensportetion, end == possibly ==~ to some leg in the *
development of the transportation systems

", It should be noted thot the Estimate A index for indusiry and
construction rises between 1948 and 1954 only 4 percent less than the
corresponding ndicos in Bstimete B; the transporietion indices of both
ostimates are practically identicale” "~ .© 7 oA _

de Servicese The contributidﬁ of the trade, finance, and services
secton vas, caicuiated in the .follovdng weys .

"4, For trade, ‘the mark-up was considered as indicative of
the value added, and the development of the mark=up in turn was computed
by uéduaing the rise of trads furnover by e percentage representing the
cost ‘reduction affectsd during this ‘périods * Total firnover in govern=
ment and cooperative ‘trede as well as on the peasant markets in 1968 is
estimated at 24 percent above 1948 in ocurrent prices; 3/‘in constant
prices 2/ :the incregse is 82 percents There .is nothing lmown eboub the
cost ‘development in trade except thait under “the Fifth Five~Year Flan,
1951=55, turnover costs 4n- trede were to be reduced by 23 percente
Trade in fact must have been able to sconomize greetly in recent years
since its labor force and outlets seem to have increased littles  The
23 pelrcent planned cost ‘savings were applied to the 82 percent turnover
increase, yielding a 48 percent grovth in the contribution of trades All
other services inoreased between 1948 and 1953 by 18 percent. This
figure excludes labor roductivity geins for govermment workers (and
armed forces persounel), in line with US Commerce Department usages

:7‘§/ Converted by gpplying the price in@ex‘of personal consumption in
ibide, Pe 90 ’ - ) '
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: 1le For 1948 trade was given a weight of 1442 percent in
the totel service componente The latter increases, comsequently, from
1948«53 by 22¢4 percent or by an annual averapge of 4 percent, The
growth rate of 195253 (343 percent) was used to move the series from
1953 %o 1954¢

20 The Use Patborne In developing a breakdown by use of the Soviet
GNP for years after 1948, three of the four categories, (vize military
expenditures, investment, sdministretion) were computed independently,
The fourth cabegory (consumption) wes then derived es a residuee The
result s of the entire computation are shovm in Table 15,

&e Military Expenditurese The problem of estimating Soviet
military exzpenditures in constent prices cen be divided into two partss
(1) reveluing the explicit armed forces budget in terms of changing .
prices and price policies, and (2) determining reascnable amounts for -
covert expendituress Both tasks are extremely difficult and the resulbs .
@ obtained in this report are, at best, only rough approximations. Details
of the compubation for the years 1948=53 are presented in Appendix Be '

No attempt was made Lo provide a similar analysis of Soviet
military outlays in 1954 The amount explicitly budgeted for defense
wes about 10 percent less than in 1953, the unexplained residuals in
the budget roses Since neither a prioce recduction nor the state of
Soviet weapon technology meke a deocline of military esponditures in
real terms plausible, 1t was assumed that Soviet preparedness efforts
levelled offs An increase of only 2 percent in total spending was
allowed to take care of the increased complexity of weaponse. Since
‘the netional income increased by almost 7 percent betveen 1963 and
1964,. the share of the military component in the GNP declined slightlye
However, it should be noted that between 1948 and 1854 the Soviet
defense effort grew by 60 percent in real termsa .

be Gross Investmente The figures on gross investment in .
constant rubles shown in Teble 15 cover centrally appropriated investments
in fixed cepital, additions to working capital, expenditures on capital
repairs, collective farms investments that are not appropriated through
the Soviet budget, and miscellaneous items such as strateglc stockw
piling and credit expansions TFor some of these items, there exist deta
in current prices or percentage changes in constant (though unspecified)
prices; for other items, estimates have to be made on the basis of hunch
and loxic in the absence of facts. Details of the estimate of gross
investment, including the adjustments of ruble figures to a factor
cost basls, are presented in Appendix Ce s
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. ©e Administration, As in the case of the estimste of Soviet
military oxpenditures, the calculation of total outlays on government
edministration ‘are made by adjusting the budgeted smounts and adding
reasonable allowances, in this instance, for (1) non-military functions
of the MVD-MGB and. (2) Party and trade wnion activitiess Details of
the computation are given in Appendix C,

- de Comsimptions In Estimate A consumption in the years 1949=54
is calculated as & residuale Since the total GHP is derived from output
statistics, consumption roflects the ups and downs of agricultural proe
duetion 1/ and necessarily includes all the errors inherent in residual
calculatIons, o

- The consumption component of the GNP includes both personal and
communel consumptions A provisional breslkdown for selected postwar
years is shown -in Table 16, While the figures presented are admittedly
very rough, it is believed that they correctly reflect the general trond
of personal and communal consumption in the USSR, Since the latter rose
more.‘slowly then total consumption (vizs only 28 percent in the period
1948=54 as compared with 48 percent), personal consumptlon inereased
even more rapidly == namely, :by almost 53 percent or at a rate of Ted
percent per annum, '

- This appreciable increase in personal consumption wes not en joyed
by.ail,SQGial groupss In general, the 1948 per capita incomes of wurban
groups were higher than those of rural groups and the former were ine
creased more in the post~1948 periode 4n attempt to measure the total’
an@ per capita incomes of various social groups in the yeers 1948 and 1953
is presented in Appendix Be . 5

. 1/ An atbempt wes made to adjust the estimated stockpiling in such
a way that it flattened somewlat the crop fluctuations, In the poor
orop -year 1951 additions to the stockpile were reduced; in 1953 invenw
Tories were probably released to such on extent that the absolute level
of ;stocks declined, But while the liquidation of inventories may have
a c@ﬂéiderable influence on the market of specific commodities, parw
tiqﬁlariy if it is limited to specific areas, the impact on consumption
as & whole is necessarily small, The seame is true of the net imports ..
(or: exports) of consumerst goods ¢ ‘ :

.4 sEEr

I
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De Interrelation of Use and Secﬁor Analysis

The figures developed for 'the use categories have to agree with the
product figures of the sector analysise To esceritaln their agreement in
Estimate A, selected data in Tables 14 end 15 are assembied in Table 17,

- The purpose of this compilation is to indicote how much of the product
created == or to be more precise, of the value added in agriculture,’

the "industrial sector" (including mining, memuféaoture, construction,
transportation, and communicetions) and the service sector == was used
for investment, consumption, the military etc. in 1948 and selected years
thereafter in absolute figures as well as percentagewise, and how these
megnitudes changed over the five~=yoar periods

‘The findings, insofar as they go beyond those set forth previously,
concern chiefly the consumption pattern in relation to the output of indus=
trys The "industrial" component of personel and communal consumption (which
in Estimete & includes the value added to consurers' goods and services by
manufacturing industries, constructlon, comaunications, and transportation,
including all passenger transportation) as compered to the industrial com=
ponent of investment goods and military end-items combined developed as ..
followss

Industrial Component of | Tndustrial Component of =
Consumors! Goods and Services Investment and Military Goods
In billas 2dje In In bill. adjs In
1948 rubles Percent 1948 rubles Percent
1948 97.6 100.0 | 19148 100,0
1950 131,56 13447 25340 13169
1952 1608 164.7T 31647 165,1
1954 20640 211.0 3693 192,45

The inoresse of the figures on the consunption side 1/ seems steep
in view of the priority assigned in the USSR to investments and armamentss
Tt should be noted, however, that while consumption as & vhole was kept
down by the slow growth in farm output, agricultural meterials sucha s
foodstuffs, fibers, and hides have undergone more intensive processinge
At the seme time the relatively small sector of consumers' goods of &
purely industrial origin (eege pots snd pans, nails, radios, etce ) has

1/ The above figures are not inconsistent with en index of the
physicai output of some importent consumers' goods weighted with the
relative weights that Hodgmen used for his production index. The index
based on the output of cotton and wool cloth, shoes, fish, vegeteble
0ils and carmed goods shows, in percent of 1948, en increase of 83 per=
cent by 1954, Needless to say, the increese would be faster if the

agriocultural rew materials were deducted and, on the other hand, con-
sumers?! goods of purely industrial origin included.
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NOTES TO TABLE 17

fb/ It is estimated that about 80 percent of administrative expendiw= -
tures consisted of salaries and wages; the remainder, aside from some
imputed rent, consisted of supplies (including utilities)s The agri=
cultural contribution to these supplies is negligibles -

b/ The services component of the military outlay consists (1) of
pay and. subsistence for the armed forces (35 billion in all years) and
for the militery police (1948 « 5 billion; 1950 = 4.5 billion; thereafter
4 billion) as well as the labor cost in operational expenditures (1948 =
247 billion; 1850 = 3,5 billion; 1952 = 4 billion; 1954 ~ 4,2 billion)
and in education and research (assumed to be half the amount listed in
Table 13, II, i e0¢ 1948 = 147 billion; 1950 = 2 billion; 1952 = 243
billion; 1954 = 247 billion); (2) of an amount of 1 billion rubles for
1948, l¢4 billion for 19503 2 billion for 1952, and 2,1 billion for 1954
on the theory that not more than 2 percent of the supply value should
be imputed to commercisl and other services (in the US according to
the inputeoutput studies of the Bureau of Ilabor Statistics the per=
centege in private investment with respect to trade and insurance is
about 4 percent)s The agricultural component is estimated at roughly
1 percent of the supply value (for US investment less than 1 percent)e
The  industrial component (including transportetion, construetion, ety )
is the residues . - :

”5yf‘rhe agricultural constribution to invesiment is estimated at
1 percent (as for military supplies); the service component at 3 percent
(slightly higher than for military goods); the industrial component is
again the residues . o

%/ It is estimabed thet about 30 percent of commumel consumption is
for ‘he health service with a supply share of about 25 percent of the oute
lay (the rest is labor) end a rslatively high agricultural component in
the supplies; the remaining 70 percent are spent on education and similar
activities with a supply share of 16 percent and a low agricultural

- . contributions - T ‘

e/ Residual figures obtained by subtrecting thé %alues‘in figure
colums 1 = 4 from the total in the last colume - . " '
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advanced significantly in recent yearse In fact, the much advertised -
recent "mighty upsurge” of consumers! goods consisted almost entirely

of processing more thoroughly virtually the same amount of agriculturael
materiels, end diverting some industrial resources to producing a limited
amownt of household articles, bicycles, etce

As previously indicated, (Table 16), commumal services accounted
for almost 18 perasent of total consumption in 1948, bub by 1954 their
share dropped to 15 percente It is evident that the contributions of
the Yhree sechtors differ merkedly for personal and comuwnel consumptions -
Agriculture accounted for almost 56 percent of nersonal consumption in
1948 and more than 44 percent in 19543 on the other hand, agriculture
contributed only a little over.2 percent to communal consumotion in
these yoars., Conversely, the bulk of communel consumption comes from
the service sector, whereas only 1516 percent of personal consumption
originates in that sectora ' ‘

Ee¢ Conversion of Soviet GNP into Constant Dollars

le Conversion to 1950 Dollars, gy/ In order to compare the ruble
estimates of Soviet GNP and ibts mejor use components with sorresponding
figures for the US, en attempt wes made to convert each component inbo
constent dollarse Broadly spealing, this conversion consists of calcu=
lating appropriate ruble=dollar ratios for each component, applying
these ratios to the fipures in 1948 adjusted rubles, and deriving the
GNP total in dollars by adding the converted componentse The caloula=
tion of the ruble=dollar ratios poses meny difficult problems of
comparability and weighting; since the procedure followed necessarily
involves considerable guesswork end judgment, the results obtained
should be regarded as only a rough approximetion which, at best,
indicetes the general order of magnitude of the dollar value of
SOViG'b, GNFPe

a. Consumption conversion. The ruble=dollar ratio for con=
sunption is derived from oalouleted ratios for nine groups of consumers!
coods and services == vize food, textiles and clothing, household supplies,
other manufectured consumers! goods, utilities, rent, transportaetion,
entertainment, and medical~educational expendituress In each case,
representative commodities or services were selected for pricing in
rubles and dollars, retios were calculated for individual items, and

1/ The data used to compute ruble dollar ratios were originelly
in terms of 1950 prices and the results so obteined are nresented in
Table 18, The method used to couvert Soviet GIP figures in 1948 rubles
into 1950 dollers is explained in this subsection; the results s obtained
were then further converted to 1953 dollars (see subsection E.2 and
Table 19 below)s ’
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weights were applied to these ratios to get a weighted average retio for
the groups - For some groups, e.ge food, the data are sufficiently good
to warrant a fairly high degreec of confidence in the results obbained;
for at least half of the groups, however, the available data and the

difficulties involved in weighting meke the results liable to considerable
errors

The group ratios so computed are in terms of 1948 ruibles (market
prices) per 18560 dollar. In order to use them for conversion of the
Soviet GNP figures in 1948 adjusted rubles, these ratios would have to
‘be expressed in terms of 1948 adjusted rubles per 1950 adjusted dollarse
An attempt was made to do- s0, l/ﬁbut the additional difficulties which
it entailed suggested that an alternative procedure would be preferebles

This alternative procedure is based on the fact that the dollar
value of the Soviet GNP obteined by convorting the ruble figures in
market prices would be the same as that obtained by converting the
ruble figures in adjusted pricess The differences in the ruble
figures are necessarily counterbalanced by the differences in ‘the
ruble=dollar ratiose ' Coe

§ 1/'The calculated group ratios in terms of meriet prices and factor
cost Bre tabulated belcwe The figures in the first coiumn express 1948
rubles per 1950 collar in merket prices; the figures in the second column
express 1948 adjusted rubles per 1950 adjusted dellar == that is, the
ruble prices used are net of turncver tex and gross of subsidies, and the
dollar prices used exclude excise and sales taxese

Group ‘ ~ Market Prices  Adjusted Prices
1, Food : 2562 125
2¢ Toxtile and clothing : 3340 1841
34 Household articles . 275 . 9s7
4, Other memufactured consumers! goods 20,9 Ted
5y Ubilities o 2145 T2
6s Rent 3eb Jeb
7. Transpcrtation Te8 75
Bs Entertairment . 700 \ 6e9
9¢ Health and education 6o 7 547

© SECRET
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Accordingly, the group ruble=dollar ratios in market prices were
used in the following way to convert the 1948 consumption estimetes '
expressed in market prices, Retail sales were converted by using &
weighted average 1/ of the ratios for groups 1-5; sales on collective
farm markets were converted by using the food ratio, wlhich was in="
croased 10 percent to allow for the higher ruble prices prevailing - -
in these markets. Famm income in kind was converted by using a
weighted average of groups lw3, assuming food to represent about 90
percente Military subsistence was converted by using a weighted -
average of groups 1 and 2, assuming food to be about three=fourths
of the total and allowins for the fact that in the original Bergson -
calculn tion the effective ratio of the turnover tax on commodities
provided to the armed forces is less than the rate applied to retail
saless The housing and services component of total consunption was
converted by using a weighted avernge of groups €-8¢ Lastly, communal
consumption, which consists predominenetly of expenditures on health
and education, wes converted by using the ratio for group 9¢ The
result ant dollar figures add up to $35.9 billion (market prices)
and $36,8 billion (adjusted prices) for the consumption component
of Soviet GNP in 1948, The implied ruble-dollar ratio for this
component is therefore 15,3 rubles per dollar (merket prices) and
about 10,4 rubles per dollar (adjusted prices)e The latter ratio
was used to convert the Soviet consunption Tigures in adjusted rubles
given in Table 15 (see Table 18)s -

be Investment conversione The ruble=doller ratio for gross
investment is derived in the some general wey as that for consumptione
In this case, ratios for the following groups of producers! goods were.
caloulateds ferrous metals, non=ferrous metals, chemicals, building '
materials, energy, industrial machinery, electrical and electronic
equipmont, and construction, A weighted averupse of all olght groups

5/‘The weights used are essentially those developed for 1937 by
Janet Chapmen (see "Real Tages in the Soviet Unionm, 1928=52," Reveiw of
of Economicsand Statistics, lay 1954 )

Approved For Release 1999/09/21 : CIA-RIDRRET01149A000500010008-3



Approved For Release 1999/09/21 :. CIA-RDP79T01149A000500010008-3

SECRET ' 58

was then computeds 1/ This aversge ruble=dollerwmtio (83:1) was applied
to the estimated value of gross 1nvestment in 1948 in market pricesa
The resulting dollar figure (§17.7 billion) was then equated to the
estimated ruble value of gross investment in adjusted prices and-an
implicit ruble=dollar of 8,4 was obtaineds The latter ratio was
applied to the gross investment flgures in adjusted rubles for all
years after 1948,

os Conversion of military outlays, Since no ruvle price data -

for munitions ere availabie and since the procurement, pay, and opera= . ...

tional expenditures proportions of totel militery outlays changed
considerably between 1948 end 1954, the conversion of this category
of the Soviet GNP hed to be made ‘in e somewhat more complicated feshion.

It was assumed ‘that the rub*a-dollar ratio for munitioms would
be similar to that celculated for producers' goods; however, to allow
for the fact that the ruble-doller ratios for the machinery, glectri-

cal~electronic equipment, and metals groups are probably more represen=. o

tative of military end=items, the rclative weights of these groups ware.
increaseds Accordingly, the calculfted weighted average for munitions
is 7.8 rubles per dollar as compared with 8,1 rubles per dollar for

l/'The caloula ted ratios for ench group (in terms of 1948 rubles
per 1950 dollars) and the percentage weights used to celculate a weighted
average for all producsrs? goods are tabulated below:

Group . ‘ ' R Ratio Veight

le Ferrous metals TeS . 14,4
2, Nonwferrous metals : 15,6 4,8
3, Chemicals 12,6 Ted
4, Building materials . 549 14,7
be Inergy ; 14.0 14,5
B8e Industrisl machinery 5 540 2Tal
7« Electrical-electronic equlpnent 642 343
8, Construction Bo5 1348
Weighted averaga N 100.0

The weights used for this purpose represent the percentege of value
added for eech groups These weights were derived from data in the
1941 Plen and Rl=924, A Tentative Input=Output Table for the USSR

1948, the computed 1941 valus added weights were adjusted by the
nercent&ge inereases in oubput for each groupe
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producers? goods gemnerally. For the pay and subsistence part of military
outlays, a rough ratio (S.O rubles/ﬁollar) was calculated on the basis

of pay end allowances por soldiere For operational expenditures, it s
assumed that these outlays were. approximately 20 percent labor and 80
percent supplies; the two ratios mentioned above were used in these
proportions to derive a weighted average (648 rubles per doller) for

this part of military outlayse

Th@se three ratios were then weighted by the estimeted proportions
of procurement, payeand=subsistence, and operstional expenditures in
total military outlays. The resulting ruble=dollar ratio (5.4) was
applied to the 1948 military outlay figure in merket prices and an ime
plicit retio (5.8) derived for the 1948 militery outlay figure in adjusted
prices, The same weighting procedure was followed for later years and the
implicit ruble~dollar ratio for military outleys in adjusted rubles was
derived on the analogy with 1948, As a result, the rubles~dollar ratio
for this component of the Soviet GNP varies from year to year and tends’
to inerease during the 1948=32 period when the pronortion of munitions
procurement increaseds 2/’

de Conversion of administration component, The ruble=dollar ratio
for this component was calculated by using the average annual earnings of
US civilian govermment employees (approximately $3,100 in 1950) and &
rough estimate of the average amual earnings of Soviet govermment workers
(about 8,700 rubles in 1948), The latter estimete was based on the
relationships of government workers! average salaries to the average
salaries of Soviet non=agricultural workers, Since this figure is
subject to considerable error and the govermment administration come=
ponent itself is a rather heterogensous category, the conversion in
this case is perheps open to even greater doubt then in the case of

l/'ﬁsing the three= rublewdollar ratios described above, the cslecus
lated weighted average ratio for militery outlays is as followss

Percentage of Nilitery Outlays

Whe Average Ratio‘fa

Munitions Pay and subs. Qperations Merket Adjusted

(R; Z;ﬂ'?a 8 5 (R; $B3.0) (RA{EEGQ 8)
1948 30 50 20 544 548
1949 35 44 21 565 5¢9
1950 39 40 21 547 6,1
1951 - 47 34 19 6,0 6.5 - .
1952 53 29 18 6e? BT -1 -
1953 55 28 17 6e3 B8
1964 55 28 17 Ged Ge8
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the other three components, However, the rubie=dollar ratio used to
convert the adjusbed ruble figures, vize 2e5 rubles per dollar, is in
line with thet used for military pey end, in eany case, should be:
significantly less then the average ratios for consumption end invesimente

2, Conversion to 1953 Dollarse The Soviet GNP figures in 1950
dolle rs Showm in Teble 18 were converted to 1953 dollers by using the
1955/1950 dollar price ratios for: each use component, In calculating
these ratios, an attempt was made to adjust the US data as published 1
to fit the use categories developed for the Soviet GNPy In brisf, this
adjustment consisted of the followings

Dollar figures for US EEEEEEBEEEE,Were obtained by taking the
date on personal consumption expenditures, subtracting excise and sales
taxes, and adding government expenditures on communal servicess Gross
investment was derived by teking gross private domestic invesiment end
adding public construction expenditures, net foreign investment, end
outlays on stockpilings “Military Outlays" consists of national defense
expenditures less stockpilinge "Administration” is calculated by taking
government purchases of non=military goods end services and subtracting
public construction (which is included in the gross invesiment categzory)
and govermment expenditures on comnunal services (which is included in
the consuption category)s Needless to say, these adjustments involve
certain arbitrary judgments, and the govermment administration category
as so defined is & residuale

The results of converting the Soviet GNP in 1950 dollars oy means
of the 1953/1950 dollar price ratlos caleulated are shown in Table 19
This %table also gives figures on the US netional product in 1963 dollars
end the ratio of Soviet to US netional products by end=uses

3. Comparison with US Netional Producte In view of the many un=
certainties in the conversion of the Soviet GNP figures end in the
comparability of the two netional products, quantitative generslizations

_about the Soviet GUP relative to the US national produet cammot be very
procises However, the figures presented warrant drawing the following
conclusionse

1/ See US Department of (bmﬁsrce, Netional Income, 1951 edition,
and Nationel Income, 1954 edition.
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as Tho greuth of the Soviet GNP measured in constoni dollars
was approximately 50 percent over the enbtire period 1948-54, as compared
with 574 percent when measursd in constant rubles, On an annual besis,
the Soviet rate of growth anounted to 7 percent per year, whereas the
US nationel product increased ahoub 446 percent per amum in the period
1948=1953 and 344 percent per enmm in the period 1948=54,

be Soviet GNP in 1948 reached a level approximately one=third
that of the United States; it is likely that Dy 1954, the Soviet GNP
was around 40 percent of ourse These retios are based on measuring the
respective national products at factor coste Slightly lower ratios

would result if both GNP's were measured in markst pricesa

: ce The ratio of Soviet to US aggregate consumption is appreciably
lower than the ratio of the two GIP's, 1In 1948, sggregate consumption in
the USSR was probably little more then one=fifth of that in the USjy while
this ratio increased subsequently, aggrogabe consumpiion was still scarcely
more than one=quarter of US sggregate consumption in the past three yearse
Hence, oxn a per capita basis, Soviet consunption is currently only about.
one=fifth of the US levele

ds In contrast to consumption, the ratio of gross investment has
been significantly higher then the ratio of the two national productse
In 1953=54 gross investment in the USSR was more ‘than half that in the
U8, despite the fact thet the Soviet national product wes only about a
third as greate ‘ f

ee Soviet militery outlays prior to the Korean build=up in the
US exceeded similar outlays in the United States. uhile Soviet defense
expenditures ‘continued to increase thereafter, the incresse in US defense
expenditures was more pronounced, so that in the past few years Soviet
military outlays have represented about half the corresponding outlays in
the US.
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Ve Soviet Gross National Product: Estimate B

Aes Gomeral Méthodolog&

As was stated briefly in the Introduction, the methodology of )
Estimete B differs in certain respects- from the methodology of Estimate Ae
These differences affect principally (1) the weighting of the sectors of
origin and end uses of GNP and (2) the conversion into dollars,  liost of
the estimates of the movement of sectors and endruses through +time are

similar in the two cases, although the details of compubation are often
. differente ' ' B

In Estimate B the base year is 1951, . For that year, the Soviet
GNP is estimated at market prices along the same general lines as the
Bergson 1948 estimate in established prices, However, an attempt is
made to distribute the GIP by sectors of origin and end=-uses propor=
~tionately to a different judgment of the relative factor costs incurred
in these sectors and usess ' - '

In the USSR, indirect texes (iess, the "turnover tax") represented
about 25 percent of the GNP in 1951, They ere applied almost exclusively
to consumers? goods, especially agricultural products, as a means of
equilibrating the level of consumer money incomes with the available
supply of purchasable consumers?! goodss It is believed, however, that
a large part (viz, two=thirds) of the turnover tax represents land rent
in agriculture, which can be considered a factor cost, and which properly
accrues to the state as ‘sole owmer of this lande The state prevents the .
.collective ferms from receiving the value of rent on products deiivered

to it by paying low prices {in relation to the market price) on these
«deliveries, and by discrimineting as between individusl farms.  The
portion of the turnover ftax not attributable to factor cost in agri=
culture is allocated to all sectors proportionately to value added ,
« - (excluding tex) as an arhitrary measure of wmpaid interest, obsolescence
and depletions o " :

Bs BSoviet GNP in the Base Year (1951)

ls Basic Gross National Product Accountse The GNP of the USSR is
first presented from the point of view of both income and outlays, in
"terms of 1951 ruble market prices. Retail market prices are used
initially beocause most available Soviet statistlcs are expressed in
these terms.

The accounts for the year 1951 are presented in Tables 20 and 21,
On the left side of each account is entered all income, public and pri=
vate, accpuing to individuals, orgenizations, and the state during the
years, The entries are selected so as to avold double counting while
simultensously teking care not to omit any sources of income. All
income is initially included, irrespective of relationship to the
performance of productive services, Howover, transfer items =~ that’
is, income which does not represent payments for productive services,
such as pensions and allowances and interest receipts = have, been
segregated and do not enter into the final calculation of GNP,
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Teble 20, INCOME AND OUTLAYS OF HOUSEHOLDS IN THE USSR 1951
. (in billion rubles) A
Income Ouﬁlays"f:*l“““

(1) Wages of farm labor

~ (2) Money payments to Cole
lective Farmers (on
labor=dey tuais),
salaries, premiums

(3) Net income from sales
.of ferm products. 4151

(4) Net farm 1ncomein kind 145 2

2045

Total - ‘ 222 9 .
Nonegricultural income
(1) Wage fund 354.8
(2) Artisen and other :
" current incomes 32.8
(3) Military subsistence :
allowances’ 140
. Total 2016
Imputéd rent'of owrier S
" osguplod dwellings S 11.1

Total income ourrent earned 535s6

: Eransfer items
(1) Pensions and allowances _36.9
(2) Student stipends . 448
(3) Interest receoipts 57 .
Total transfers 474
Total income 685d2
_ ;flf .| SECRET

-

18,1 .

As

B(

o

De

Fo

Retail sales

. (1) Stete and com

- operative stores
(2) Collective farm .
marxet L e

- Totel:

Housing (including

Imputed rent) and . - |
. B 53.6

sorvices -

Trade union dues
Consuvmption of farm:
income in kind and
military subsistence
Statistical discrepency

Total outlay on goods
and services

Trangfer items = =
(1) net savings
(a) Net bond
purchases
(b). Increment of

savings deposits

(c) Other
' - Total -
(2) Direct taxes
" Totel transfers

e Tofalkﬁuaéyéf'
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Table 21, INCOME AND OUTLAY OF GOVERIMENT, SOCIAL, AND ECONOMIC
T ORGANIZATIONS IN TiE USSR, 1061 .

Income T ' j . outlays
Ae Vot income retained : 'f: N Ae Communal services
(1) Collective farms © " 8el . (1) Health care
(2) State and cooperative orgs. 2649 . (2) Educeation
Total 33,0 Total
" Be Allocations to special funds - o B. Go ont Ad 1nist t
(1) Social insurance budget . 214 C: Nvgiag; " retion
(2) Funds for worker training o 8T ”.D,.Defense
- Total. - B0.1 Ee Gross Inveshnent
‘ . 'Pe Other outlays
Ce Indirect taxes and other payments - Go Consolidated total value
(1) Bnterprises income taxes 746 , of goods and services
- (2) Profits tax ' 47,8 ~ . ~dispos&d of exclusive
(3) Turnover tax . 247.8 of sales to households
(4¢) Miscellaneous - . Blgd . » :
Total : : 355.1 o ﬁ; Traﬁsfer‘OUtlays
— .. (1) Pensions and-
De Allowance for losses. of IIS!'s =3,0 .. - allowances oo
Ee Consolidated Total charges C_ :(2) Student .stipends
- against current produot o S (3) Interest payments to
net of depreciation. ~ ~  410,2 R households
. Total
Fe Depreciation 2948 J_.,QWV;

Ga Consolideted charges agalnst ‘ A
total product 440,0 - ... .

He Transfer rece ipts
(1) Net savings of houssholds 38,2
(2) Direct taxes ‘ 44,3

Total * 82,5 . Comsolideted total
| . outlay net of sales
Consolidated total income 552.6 - to. households '
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On the right side of each account are entered all expenditures
in the economy for the yeer, ajain avoiding double counting and
omissions. Total outlays, including transfer items, are, of course,
equal to total income, since each transaction is entered on both sides
of the accounts. . Transfer payments are separated on the outlay side,

.as on ‘the income side. They represent expenditures for vhich no goods
-, or services are receiveds The yrivebte and sooialized sectors of the
““¢conomy have been entered separatelys

The individual items were estimated in & mammer similer to that
of Bergson. Postwar value deta, announced perdentege increases, and
. analogies with the prewsr period wers useds Contrary to Bergsonfs pro=
. gedure, farm inceme in kind was valued at prices which include the
.- turnover tex, because it is believed that these prices approximaete the

. opporutnity cost to the fermer of consuming his own product instead
of having to purchase its equivalente

6, Householdse Table 20 presents the income and outlays of
", individvals in the form of (1) wage end salary peyments, (2) private
““Papm plot receipts in money end in kind, (3) income in money and in
kind from the distribution of collective farm earnings, (4) earnings
of private artisans, (5) subsistence allowences for military personnel,
end (6) the imputed rental income of home owners. In addition, the

.+ table lists transfer incomes accruing to individuals in the form of
-~ pensions and allowances, stipends to students, end interest receipts

of government bond holdinge The outlay side of the table byoaks down
the spending petbern ol individuals by major categorles, including
savings end direct taxeSs | '

be Organizationse Tebhle 21 represents income and outlays of

the public sector of The economy, defined to include economic organize= .
tions (subdivisions of ministries, consumer and producer cooperatives,
and collective farms), social organizations (trade unions, <the Communist
Party, and so on) and the administrative units of government (the
ministries, the Supreme Court, the Supreme Soviet and attached organs,
the Council of Ministers and atteched orgeus, and compaersble orgens
in the republican and local goVernments). ‘The bulk of the income in
this table consis®ts of state budget revenuese. Only the proportion of
colle ctive farm . income and outlays retained and expanded by the farm
as an organization is jneluded; the .portion of farm income distributed

. %o members- is entered as persdnal income in Table 20s The retained

#. o rincomes of economic organizations are net only in the sense thaet they

remain after the expenses necessary o oreate them ere deducteds The
only other incomes of economic organizetions ertered are those which
are transferred to the government in the form of taxes and special
funds payments, or trensferred to depreciation accounts. The in=
clusion of any other type of income of these organizations would
involve double countinge
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ce Consolidatione In Table 22 the private and public sector
sacounts have been consolidated into the GNP accounbe . It will be noted
that the transfer payment entries have been dropped at this stege of
agzrogations A balence can be achieved without their inclusion, since
they cancel in the combination processe The GIP estimate satisfies the
conceptual requirement that it be net of tremsfer payments.

2. Division of Gross Netional Product by End=-Usee Division of Soviet

GNP by use is presented in Table 23s Lliocetion of GNP by use requires that

6. closer approximation to real cost be attempted, In technical jargony’
factor price rather than market price becomes the new stendard of measure=
ment. Essentially, the transition to factor price meesurement involves
the removal of those elements of market price which are not compensated
by fector services == thab is, by labor, capital, and rental contribution
to productione The principal edjustment required is the roallocation of
indireet or excise taxes (turnover tax) with e view to imputing to the
end-uses the value of those productive services which must be paid for -
in & market economy, but ere mnot considered in setting the sales pricos

of Soviet producing unitse

8« Basic classificabions The sccounts in Tebles 20, 21, end 22
show GNP by factor origin and by expenditures on & rether detailed basise
Tt is now desired to recast the outlay side of the accounts in terms of .
the large aggregates == consumption, administration, defense, .end gross
investments : ' ' :

Tn the reclassification,: consumption includes retail sales to
houssholds, housinz, trade union dues, income in kind, militery subsise
tence 1/ the statistical discropancy from Table 20, snd communal services
from Table 21; administration encompasses the povernment administration
and MVD=MGB entries in Table 21; defeonse and gross investment are tmken.
directly from the respective entries in this table and the unallocated
item is the "other" entry in Table 2l. ' -

be Adjustment for implicit defense expenditures, The broakdown
in column &, Table 28, has beel Serived directly or trwough the use of .
nisbtoricel relationships from officlal Soviet statisticse In order %o
achieve comparebility with the procedure used by the US Department of '~
Commerce, it is necessary to trensfer to the defense category outlays
that have been entered under other headingss from consumption are '
taken 30 billion rubles spent for military educetion; from edminise
tration are removed 50 billion rubles, vhich approximates the anmual

l/'In acoordance with Department of Commerce procedure, militery
subsistence has been included twice, both as consumption and as defense
expendituress In determining turnover tax incidence, only the portion
included under defense is assumed bo be taxed, since the defense ministry
actually peys the tax vhen it is purchesing food and petroleum products.
To assume tax is levied on militery subsistence wnder both headings would
overestimate the tax burdens |
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.. oxpenditures on maintenance end equipment of the estimated 400,000 paraw
- military component of the MVD«liGBy The 600 billion rubles trans*erred
out of investment end the 3,0 billion rubles trensferred out of the wme -
ellocated item represent the noninvestment portion of the 11,0 billion
rubles estimeted outlay Ifor special weapons research and develonmente
The breakdown of column B in Table 23 reflects this transfer process,

o Factor cost adjustment. If o Dreakdown of gross national
_product 1s to be accurately. Teflective of resource allocation, the prices
used to value the component agrresates should closely epproximete altere
native costs (the relestive economic effort expended to channel resources
in & perbicular direction)e The inclusion of turnoweyr %nx edds to some
degree a noncost element to prices To this degree the tax vitiates the:. .
'sehsitivity of the unadjusted aggregates as indicators of the real - -
division of GNP, Comparison of columns B and €, Table 4, provides -~
& graphic indication of the degres to which the turnover tax, if not
corrected, ocan distort the distribution of the national produots
Particularly apparent is the overemphasis given to consumptlon and
the understatement of defense and invesiments

Two questions must be answered to adjust the components for
turnover tax: what are the taxable portions of each component, and
how should the turnover tex be reallocated?

The degree to which expenditure components are subject to the
turnover tax is based on a series of assumptions as to the presence of
taxable purchases (food, textiles, consumer durabl@s, and petrolsum
products ) within each expenditures categorys Ixcept for a 1 percent
rate applicable to housiag, ‘the general rate of taxetion is assumed
o be applicable to the taxable shares of all other exponditure cate-
gories.

To compute the general rate of taxation, total turnover tax
collections for the year, 247.8 billion rubles, must first be divided
by the total turnover upon which the tax was assessed, 3853 billion
rubles, It is necessary to deduct income in kind and farm market sales
from taxed turnover for the purpose of meking this compubation, as no
explicit teax is levied on theose consunption components. Housing ex=
penditures are also excluded, since a much lower rate of taxetion is
essumed for this category. The result of the above computation is an
effective tax rate of 6443 percents

It is generally recognized that the turnover tax represents, in
part, at least, an economic rent element in merket pricess The basic
thesis of Estimate B report is that all the turnover tax can be con=
sidered to represent economic rent = isce, the difference between the
market price and the specified factor cost such as wages, depreciation,
and plamed profits, which must be paid by the producers according to
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Teble 23, DIVISION OF GROSS BTATIONAL PRODUCT OF THE USSR BY END USE,. 1951

Value At
. Established
Velue At Prices After .
Established Adjustment for * Value.After Turnover
Use Prices Deferse Expe . Tax Adjustment
Bills rubles Bill, runles BIile Lubles Percent of Total
(@) - (B) ey o ()
Consumpbion 69146 o 68846 \ 67362 ‘ 626
Administration 3leb : 2646 2840 ' 246
Defonse 93,4 : - 110.4 o 115,.1 . 107
Investment . 23640 - .7 23060 25943 24,1
Unallocated 23,0 : 2040 o
TOTAL GNP 1,07546 S 1,075,686 - 1,07546 " 10040
SECRET
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the'ruies of Soviet accountings It is an economic rent becsuse the. same
level of production would presumably be. for+hoom1ng if it were. elxminated.
By analogy with economies where price does have a direct effect-on prow .
duction, the turnover tax mey thus be considered principelly. as fhe -
Soviet counterpart of the value of land rent, 1nteras-b dep‘ e’clonp

and obsolesoenceq 3._/ : ‘ .

‘The turnover tax also serves 'as one of the sources for financlng
state services to agriculture, paerticularly the operations of the NTS'S.
Expenditures incurred by the MISYs ere partially covered by myments in
kind frmnknlkhozvg, but their receipts have been inadequate and the
KTS's have chronically had deficits which must be paid by budget sub~
sidlesa Available official sources do not draw a direct connection _l_
between turnover tex payments and budget subsidles, but they do observe'
thaﬁ"kolghczyrecelve large materialetechnical and financial aid from .
the states The Soviet state amnually -spends billions of rubles to.
supply agrlculture with machlnes, fertlllzers, and other meers of . ’
produgtion, 2/ o :

Known references in official literature do not help in determining
the actual breakdown of turnover tax between wnpeid costs. Principal
reliance is placed, therefore, on the examination of analogies between
the Soviet and US economiess In each country the retail prices of rye
~;-Tlour, beef, and cotton cloth have been distributed by factor-shares-

(the proportlon of finel product) according to the categories of farmerts
.- incomes and processor's and other mlddlenan’s receipts for both coumtries

1

33/ Interest, depletion, and obsolescence of plant and equipment are
not explicitly taken into account in Soviet pricings The very low prices
at which agriculturkl crops are delivered to the state, in relation ‘Yo the
free market price or to the retail price, and the fact that delivery gquotas
of crops Vo the state appear to be discriminetory against farms with good
land; leads one to suspecht that no-allowsnce is made for land rent in the
state prices paid to farmers. Official admissions by Soviet leaders that,
for certain crops, procurement prices have not even covered production
costs lend further support to this hypothesise A rent element is, of
course, included in the value of agrléultural products sold directly
by farmers on the free market.; N

_J/ See A, Bacaurin in Voprosi Ekonomika, Noe 4,ﬁApril 1954, pe 29

[
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to which must be added, for thésUSSR, taxes and NTS income in kind. 37/
By assuming that the US distribution of factor choicengouldiyrevail
in the USSR in the absence of turnover. taxes and “that agricultural

mechinery were owned by the farmery instead of by the state, 1t. bew
comes possible to reallocate turnover taxes bétwaenfﬁhe“twb'remaining
factors of productions The difference in the farmer's shere in.the
two countries plus the explicit MNIS share divided by the turnover tax

share gives the proportion of the turnover tax compensated oy factor
servicese 3/ ‘

o#i the basis of the foregoing celculations, 75 percent of the
tax assessed on e.gricultural products represents peyments to productive
factors in agriculbure. In order to apply this result to the turnover
tax as e whole, it is necessary to make allowances for the portion of
tax levied on nonsgricultural items. In the 1941 plen, epproximately

89 petrcent of total turnover tax receipts were to‘originate‘in_organiza-
tions marketing farm products of processed foods and textiless Applying
this relationship yields 67 percent as the factor compensated portion of
the turnover texz in sgricultures The remeining part of the turnover tex
is sdded to the nonegricultural portion of the economye ' ”

-1/ If intermcountry comperisons 8re medée for each of the three repro=
sentetive products, the farmerts and middleman's shares are found to be
smaller in the USSR. In the USSR the equivalent of the US farmer's share
_is the explicit farmer's receipts plus the inoconse in Eind of the MIS plus
 an unspecified proportion of the turnover tax sharee. The equivalent of
the US middlements share is the explicit Soviet middleman's receipts plus
the portion of the turnover tax which is not alloceted to the fermers

E/ Symbolicelly, the calculation is as followss
Fus = (Fr 7[ Mp) ® Tre

o

TS farmers, skare in percent

Soviet farmerts share in nercent
Explicit MIS share in percent

Turnover tax share in percent
Proportion of turnover tex compensated
by factor serviceses

Where Fyg

=
3
136 ©2 8 &
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'

3. Division of Gross Netional Product by Seotor ‘of “Origins

8. Derivation of componentse The division of the GNP by end
use as described above attempted to reeast the outlay side of the
accounts in terms of large aggregatese Similarly the present sube
section seeks to recast the income side of the accounts in terms of
the major ‘aggregates of origin, vizy industry, agriculture, con=
struction, transportation, communication, trade, and servicess - - ..
However, except in the case of agriculture, the income accounts do\,d:#_:a
not permit s direct estimate to be made of income by origin aggrem - - - -
gatess In5uead a different approach must be adopteds That is .
derived is an approximation of a value~added 1/ measure of various. .. ...
economic sectors' contributions to GNPs (See Table 24)e

The principal ingredient in the value=added computation is the
payment to labor engaged in production. The pertinent megnitudes for
the Soviet economy are obtained by multiplying the 1951 labor force
estimates for industrial branches and economic sectors by the average
annual wage for the respective branch or sector, as revealed in the
1941 plen, The profit component cammot be supplied from Soviet profit
data, since profits in the Soviet institutional fremework are prin=
cipally & funetion of resource allocation policy rather than e
criterion of menagerial activity, The depreciation component of
value=added is calculated from 1941 Plan information, but the
official depreciation charges have been doubled to adjust for the
understatement of capital consumption in Soviet practice. Except
for agriculture, the weight for each sector has been determined by
the ratio of its combined peyroll and depreciation deductions to
that for the economy as a whole., The porticn of the turnover tax
allocated to the nonagricultural area is distributed among sectors
proportionately to value addeds It does not, therefore, change the
weights of the nonagricultural sectors relative to one anothers

be Special calculation of agricultural weights The outlined
procedure camot be used for computing the agricultural weight, because
of the peculiaritios of availeble farm income data. The seasonality of
the rural work year and the hidden unemployment apparently prevailing
in Soviet agriculture make it necessary to readjust menpower figures
to & full~time equivalent basise. Much more difficult of solution is
the derivation of an average annuel wages IGven in the USSR, agri-
cultural incomes still conbtain a large proprietary elements The bulk

l/'Defined as the additional wvaluve imparted to a good at @ particu-
lar stage of productions It corresponds to the difference between sales
receipts and materials and fuel costs, or is equal %o wages / profits 7/
depreciation chargese
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Table 24:9 GROSS I\IA.TIOM\.L PRODUCT OF THF ‘USSR BY SECTOR OF ORIGIN, 1951
(A’b estlma’ced factor oc»st) e

' Billibn Rubles . Percent of Total

Agrlcultura S T - 1 1 8 . 3led

Industry, construct:.on PO .. 384 ; 357

Transport, comnunlca'bions noos 80 . o L Ted

Trade - e ..b8 o .. Bed

Services . 217 o 2062

GNP - el 1,076 - 10040,
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of the earnings of the rural population arises not from money payments
for labor on the collective, but from income both in kind and in cash
obtained from the consumption or ssle of produce’ grown on the farmer's .
household plots. Therefore, the agricultural contribution to GNP has
been computed from income statistics of this types I

The basic data for determining agricul tural income are contained
in Table 20 (Income, Section A) and in Table 21 (Income, Section-C)s All
income from farming can be found here except for & considerable portion
of the rental return from lends The question of ‘equivalence bhetween land . .
rent and the turnover tax again assumes prominence with regerd.to the =~ =
size of agricultural incomes, Those incomes which contein rental elee
ments have been adjusted to shit the premises relating to land rent’
end MTS service paymentss Using the turnover tax-factor cost relations
ship discussed above, it is estimated that agriculture originates &L.3
percent of the GNP,

Ce Growth of the GNP in Constent Rubles

1l lMovement of Gross National Product by Sector of Origine Time
series for GNP in constant rubles were obteinod by calculeting quantity
indexes for each sector of origin end computing wolghted averages of
these indexess The sector weights were. shifted through time in order
to give a more realistic picture of actual growth during the entire
periods The relative values of the sectors in -current prices have
changed considerably. Agriculture, for example, has declined, and . ..
industry hes increased. If the 1951 weights vere applied to the -
1528-37 period, the growth of the GNP would be overestimeted because.
the slow growing agriculture would be weighted less than we:s appropriate
in 1928=37 and fast growing industry would be overweighted, Conversely,
if 1928 weights were used the rate of growth would be underestimatede
The shifting of welghts mukos tho snalytical meering of the index
unclear, but it helps to give a more realistic picture of growth
between individual reference yearss gjf I

as Seoter indexese Sector quentity indexes were computed For
the following: Agriculture,. Industry-Construction, Transport and
Communications, Trade, and Services, These indexes were then weighted
by the estimated value added in each sector in selecked years, expressed

1/ Because of the change in sector weights for pre-war years, 1951
ruble values camnot properly be assigned to the individual sector during
the 1928=40 periode If this were done, the sum of the sectors in 1951
rubles would not add up to the total GNPe As a result, it is impossible,
to show a percentage breakdown of GNP in constant rubles, This, however,
is not a serious drawback since the main function of a percentage distri=
bution is to show the relative effort (or factor cost) applied to each
use or sector and this is more meaningful in terms of the relative scarcities
existing at the time (i.es in current prices) than in terms of constent
prices, '
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as & pordont of total GNP in current rubles ir these yearse All seotor
indexes in Table 25 refer to production in the ourrent boundaries of
the USSR. In the case of agriculture, output for the year 1940 wes
also estimated in postwar boundariese ‘

L 1e “Agriculture, For the pre~iorld War II period, the index’
of tgriculturel Production was kaken from Neum Jasny, The Socielized '
Agrioulture of the USSRe This index was linked in the year 1958 with =
an index compubed indspondcntly; " the latter covers the year 1938 ;
axd the post=Worid VWar II period, and is ‘based on estimated output
of the basic food arops, industridl crops, and principal livestock
productse Price weights of the year 1951 were uswkd; these prices

inolude- the turnover tax, ‘but exclude transporte

Both indexes represent estimates of egricultural output for sele .
or for home consunptione Feed for. livestoclk snd .geed has.been deducted '
from total output, in order to approximate more closely an index of value
added ‘in agniggltuneaf.InputSQinto.agriculture.from other sectors of’ the,
economy were not netted out, howevers S ) o o -

. iiy Industry end construction. For the period 1928~37, the = .
jndex of industrial production was taken from Donald R, Hodgmen, Soviet '
Industrial Production, 1928=51s  In this index, the outpub of indIvidual
Sommodities end induscries-was weighled by the vages peid in these indus=
tries in 1934, Within most of - the machinery cetegories, however, fudi=
vidual® iteits were weighted by US 1927 pricess Independent indexeés for '
the' year 1940 and postwer years were linked to the Hodgmen indexe . = .

.. In constructing these independent indexes, industry gropps“w‘er.'e" _
weighted by wege bill paid in the industry, 1/ plus amortization charges,
or, when this information was not svaeilable, by employmente Individual -
commodities within the industry group were weighted by their respective
prices in & base yoars _2_/ The industrial production index is equivalent
to an index of value added in industry in constant prices only if the
retio of velue added to gross outpubt remained constant within each
industrye Changes in this ratio between industries, however, are
partially taken into account by shifting the bese for value added weightse

}/"For the 1948w54 period,: 1951 efaploymeh‘b multiplied by 1941 plan
averages WageSe _ . . :

_g/ 1951 prices were used as weigh'bs during the 1948=54 periode
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a
Table 25, SOVIET GNP IN CONSTANT RUBLES BY SECTOR OF QRIGIN
1928=54 , ‘
Industry Trans port _
Agriculture  Construction  Communications Trade Services Total
Ao Billionms of
1951 Rubles
1928 rome e ——— - — 473
1957 [ Lt e - - ons w2 763 '
1940 e ——— - —— ——— 833
1940 b - o ———— e —— 883 b
1948 296 243 b5 42 190 - 826
1949 311 - 284 64 47 199 905
1950 343 335 71 52 207 1,008
1951 337 384 80 58 217 1,076
19562 379 425 87 63 222 1,176
1953 358 459 - 98 68 232 1,216
1954 366 502 103 72 244 1,285
Be Indexess
1948s71,00

1928 89 27 21 94 38 57
1937 108 81 79 125 71 92
1940 - 106 . 101 92 116 91 101
1940 b/ 121 101 92 116 91 107 b
1948 100 100 100 100 100 100
1949 105 117 116 111 105 109
1950 116 138 130 123 10¢ 122
1951 114 158 145 137 114 130
1952 128 175 159 149 117 142
1953 121 189 179 180 122 147
1954 124 187 171 128 1586

207

E/ Current boundaries except where indicateds

R/ Post=ilorld War II boundariese
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Defense production is included¢in-the]index on1y_anm 1937 one

This is not a serious deficiency for the year 1928 when defense pro=
duction was small, Inclusion of defemse production in the 102837
index might raise the overall index by 5 to 10 pewrcents On the other
hand, the index for the 1928=37 period does not fully cover the pro=
duckion of small locel industries, which ere importent in food pro=

cessing, nor forestry productlons Since in both of these areas
production grew much more slowly: then the computed index, their.
exclusion tends to exaggerate growthe After 1937, omissions of this
type are small, &nd not seriouss: ‘

No seperate index of ccastruction was estimated for prewar yeerse.
The velue of construction is made up essentially of (1) mechinery, equip=-
ment, and construction materials, which are included in ‘the index of
industrial production; (2) transportation, included under the transe=
portation sector; and (3) services of construction workers, engineers,
architects, etce, The letter represents velue added in constructions
In the absence of reliable data on employment in construction end on
the productivity of construction worxers, this factor was not estimated.
For postwar years, en index of construction was tased on estimated
expenditures on construction reduced o constant rubles by an appro=
priete deflator, and was then combined with the index of industrial
productions i '

. iii, Transport and cormunications. The index of transe
portation is em index of Ton-Kilomebters in railroad, oceen, inlend-
‘waterway end motor vehicle transport weighted by the walue of goods

. carried, The prewar series are from Hollend Hunter, Soviet Railroad:
Policy (unpublished); the postwar series are based on incependent
estimates of freight turnovere. 'For the postwar period, the index of
sommunications was calculated from the number of telegrams and local
"telephone calls sent, weighted by their average pricee

o ive Trade. Soviet figures on the value of state and
.cooperative trads turnover for #he ppriod 1928«40 were deflated by an
index of consumers' goods prices. 1/ This procedure 1is appropriate
becavse Soviet data on trade turnoverrefer almost exclusively to
retail trade and exclude producers!' goodss However, the prewar

index is invelid to the extent that collective farm market trade . .
increased at a different rate than state end cooperative trades

l/ Real Wages in the Soviet Union," Review of Economics and
Statistics, My, 1954.
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For the postwar period, trade wes assumed to change with: the production -
of consumers? goods,_L/ Consequently, value added in +trade is assumed to .
grow proportionavely to the volume of goods being traded, It could also.
. be treated similarly to services and moved. with employment, with or with-
*.out & productivity adjustment, Both methods are ertremely rough rules -
of *Jhum'bg

Ve Sorvisase The index of services is & weighted average |
of several sector indicés. Thess represent. the categories of educmtion, -
health; housing and utilities, adm¢nlstr&t10n, mllltary, end all others. Eb/

}/’Séé Tabie 36 below;

2/ The constituent 1ndexes used in computlng the serv1ce 1ndex were
derived as follows:

Educations The education index is a- wélgh ted awerame of . the . number ‘of
teachers, in grades I=-IV, V=-VII, VIII=X, Teochnicunms, and higher education,
and of other employees 1n educatlon. The total number of tesachérs is disw
tributed between primary, mldole, secondary schools, and technicums prow= -
portionately to enrollments in these schoolse A separate estimate was made
of the number of teachers in higher education. Teachers in each grade class
were then weighted by the basic salery of that class according to official
estimatess Relative weights for teachers are as follows: Grades I=IV =
1003 V-VII = 130; VIII=~X = 180; tochnicums = 200; higher education = 50C.

, Healths The health index is a weighted average of the number of docw
tors, other health employees, and the nuiber of hospital bedss Doctorst

. salaries were assumed to be three times the salaries of other health -
employees, and hospnital beds, as an indicator of plaant snd equipment
used in medicine, were given a weight of 1 compared to 3 .for all personnel,

Housing and Public Utilities: Services of housing end public utilities
are ‘assumed to be proportionate to urben housing spaces

Adninistration: For the years 1928, 1937, 1940, and 1948, expendltures
on administration (including one=half of MVD enpendlturea) were deflated by
an index of average wagese Data on wages in administration covered the
period 1928=35 only. It was assumed that wages in administration increased
at the same rate as average wages for the entire national economy after 19354
The deflated index of administrative expenditures was then adjusted for an
assumed labor productivity increase of 2 percent a year, For the 1948=54
pericd edministrative serv1ces were arbit rarlly assumed to increase by 2
percent a years

: Iilitary: This 1ndex is based on tOUal estimated mllltary personnel
with an average 2 percent a year allowance for increases in productivity,
During the 1948-54 period, productivity inecreases were related from year
to year to the rate of procurbment of military end itemse

Other Servicess; These ihclude persontl services, entertaimment, art,
ete; they are assumed to incregqe at the same rate as the urban populations
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Group weights used are gross value weights end, therefore, include pur-
chases from other sectorse It is assumed that the share of value added

to -gross velue does not vary significently as between the different ser= .
vice groupss The weights represent primarily labor costs for all groups
oxcept housing and utilities where rent is the principal source of values 1

be Sector weightse Fach sector index was weighted by the share
of the sectomﬁﬁ'e—cﬁg]‘??s celoulated from data in current rublese 2/
The .estimates for 1928 and 1937 are net of depreciation. Hoeffding's.
ostimates for 1928 and Bergson's estimetes for 1937 were adjusted for . .
consistency with the independently computed estimate for 1951 o

Beoause of the substantial shifts in the relative weights of the o
sectors through time, it wes necessary to chenge the seclor weightse , The
following weighting was used: for 1928 and 1937: average 1928=37 weightsy
for 1940: 1937 weights; for 1948-54:¢ 1951 weoightse '

De The Movement of GNP by End=Use

3 -

© 'For the 1948-54 period, indexes of dofense, edministretion, and-
_investment were computed and applied to 19561 ruble values. Consumption -
.- is the residual sfter deducting the other end-uses from the totel GNP.
“For the prewar period, an independent index of consumption was estimatedas
Available date did not permit estimates of the movement of the other

™

end-uses.

" 1le Non=Consumption Categories, Deta on investment in current rubles _§/

was ‘deflated by an index of cepital poods pricess The ‘result ‘of this pro=

codure is the index of investment in constent rubles in Table 26 Little

.or no date are available on certain categories of investment, in particular

. - 1/ The basis for the weights is as follows: Education .end health:

" Budgetsry expenditures on education and health. Housing end utilitiess
rent paid or imputed on nonagricultural housing plus estimated. _e.,;;pe;ndi’cures

on utilitiese : o - N
2/ The calculated percentaé;es for the years 1928, 1937 ehd 1951 are

" as followss : ' S

Peroent of Total R -
Industry Tpansport  Total

. in Current Prices
Agriculture Construction Communications Tradé; Services GNP
1928 4243 27,8 Te2 Bs6' 1745 10040
1937 40,0 ~ - 31e6 7al 4,3 170 10040

gesl Bl.2 ¢ . 3BT Ted _ Be& 20,2 10040

3/ See Appendix F, Tables F=1 and F=2,
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Table 26, SOVIET GNP IN CONSTANT RUBLES, BY INDwUSE 1928=54

Consumption Investment Administration Deftmse
Percent Billion Tercent Biillon Tercont Billion  Percony Be b4
. of Current of Current of Current of
Total Rubles Total  Rubles --.Total Rubles Totnl Rubles GH2

Aes Current Priées

1928 72,6 23,7 2242 7,2 " 247 0.9 26 0,8 3246

1937 7045 20567 204 59,5 . 7 246 76 665 1240 291,.8
1940 69,0 316,3 14,6 87,0 L dgl 14,3 132 60e5 458,41
1948 64,2 5208 2le8 17609 . 4.9 39,7 951 758 "8lle2

1951 62,6 673,3 - 24,1 26000 T 246 1840 10.8  115,1 1,075.6

By Billions of
1951 Rubles

1928 B 473

1937 : o ‘ 783
1940 . L - 833
1948 - - - 536 k794 - ' 26, 84, 826
1949 579 : 208 _ - 27, 50 905
1950 657 245, 27 99, 1,008
1951 673 : 260, . 28, . 115, 1,076
.. 1952 754 285, - . 28¢ 1294 1,176
- 1953 742 . 310, : 29a 134, 1,215
1954 765 . 356, : 31e 133, 1,285
- Ce Indexess
. 1948100
1928 83 Nebln: Naby Ngby 57
1937 104 Ngte Nobly Nelle 22
1940 105 Ie8y gl y Nely 101
1948 100 - 100 100 100 100
1949 108 116 : 102 106 109
1950 119 . 137 104 117 122
1961 128 . 145 106 136 130
1952 137 1569 108 153 142
1953 138 173 110 158 147

1954 144 - 99 . 112 157 156

Nelle = Not available;
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‘some of the expenditures on housing, schools, hospitals, and other so=

. ealled "social=cultural investments," stockpiling, and gold productione

All together, these excluded investments eomprised about 28 percent. of. ..
total Soviet investment in 1951 (in terms of established prices). They
are arbitrarily sssumed to move proportionately to known investmentse -

The defense index is & deflated index of defemnse expendituress
It comprises military persomnel, with & slizht adjustment for increases
in produetivity, -end military end items and installations, The index
6f administration was obtained by deflating administrative expenditures
~ by an index of wages, .

25 Concumptilone Consumptlon is estimated in two different ways:
'In Table 26, it is a residual as described above; in Appendix G it is
computed independently from production date weighted by merket prices,
Neither consumptlen index should be regarded as indicative of year-tos
year chenges in consumption, because chenges in stocks of consumerst?
goods held in state reoserves are not teken into account in either the
investment index or the consumptlon indexs DBoth lndicos are based on
.productlon.

¥ will be noted that the glowth of the residuml indexes of con=
sumntlon ‘is not the same as that! indicated by the independently computed
index of consumption, Consumption rises 44 percent during 1948=54 in the
residual calculation and 62 percent in the other calculation. If the
independently computed index were used, the sum of the end-uses would
exceed the GNP after 1951 and would be smaller than the GIP before 1951,
The difference in 1954 would be about 100 billion rubles. As is explained
below, this difference can be explained by methodological con51derations,,
and does not necesuarlly 1ndlcate that one . or the other sstimate is

1ncorrects

The reasons for treatlng consumptlon as the residual in Table 26
are as follows: (&) because consumption has a much larger value than
investment, errors in the investment estimate have a proportionately

© smaller effect on consumption, whereas errors in a consumption estimate
would have a magnified effect on investment; (b) the investment series

" obtained by the residual method is clearly incon51stent with all aveilable

" indicators of the volume .of 1nvesbment, showing much too small a growthjg
(c) the weighting of consumers! goods categories in the independently

computed consumption index (Appendlx G) is believed to reflect correctly
relative mark et prices, and relative consumer expenditures, but it is
nethodologically inconsisbtent with the use of fector cost weipghts dm - - mowe-

the estimate of GNP by sector Qf origine

SECRET

Approved For Release 1999/09/21 : CIA-RDP79T01149A000500010008-3

¥ S



Approved For Release 1999/09/21 : CIA-RDP79T01149A000500010008-3
SECRET 83

In the.sector of origin enalysis, two~thirds of the ‘turnover ‘tax
is allocated to agriculture, The use of wage bills plus depreciation as
weights representing factor cost causes profits end the rest of the
turnover tex to be distributed in the same proportion as value added
in non-agricultural sectorse Industrially processed consuners! goods
are given a smaller weight in .the indexes of sectors of origin than
in the end-use index of consumption because the raw materials, in-
cluded in "Agriculture" are highly weighted and grow slowly, while :
the value ‘added to these materials, mostly in *Industry” and "Trade,"
is given lower weights, In the sector of origin series, the aggregate
woight of the fast rising consumers! goods categories is probably about
15 percent of the GNP compared to about 25 percent in the consumption -
indexe To some exbtent, a discrepancy also stems from the assunption
that value added in the sector of origin series increases. proportionately
To gross outpute Actuelly, increased processing of consumers! goods has
probably increased the ratio of walue added to gross value of outputbs’
This is not reflected in the welightis of the sector of origin analysise

Ee Conversion of the Soviet GNP into Dollars.

ls General Methodologys - The procedure adopted for deriving the ruble=
dollar conversion ratiossfexchange rates) makes use of the scarcity .
relationships prevaeiling in both the Soviet end the US economies.
Essentiaelly the technique involves the valuing of a weighted, repre= . .
sentative list of Soviet commodity outputs and services in both dollars
and rubles, The calculation is also performed for US production of the
seme commodities or services, Conversion ratios can be derived at any
stage of Aggregation by comparing value of production in the two currenw
ciese . By including the US as well es the Soviet production mix, prices -
can reflect the scarcity relationships prevailing in both economies,

‘Ratios were first éaloulated for categories of goods corresponding
to sectors of origin. Tor the most part, however, it was not possible to
adjust given market prices in such a way es to represent value added per
unit of outputs The ratios in Table 27 represent market prices of both
finael and intermediate products and therefore involve double countings
It is proper, however, to use them in converting categories of Soviet
output within which there is little double counting into US dollars.

In order to converd the Soviet GNP into dollars, it was necessary
to rework the computed ratios into end use categories. In this analysis,

an attempt was made to select only prices of final productss This proved
impossible to do in the cese of producers! goods, howevers
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Teble 27, FRUBLE=DOLLAR EATIOS FOR SOVIET AMD US FRODUCT MIXES, 1951

Sectors of Origin

Major Sectors

Industry, Construction
Agriculture

Transportation, Comnunications
Trade

Services

Industry

Energy’
Elsctrioc Power
Solid Fuels
POL
Metels
Nonferrous
Ferrous
Fabricated Metals
Shipbuilding
Automotive Equipment
Electrical Machinery
Blectronic Equipment
Chemicals A ‘
Construction Materiels
Forest Products '
Food Products
Menufectured Consumer Goods
Defense Industry
Agriculture
Food Crops and Livestook
Tndustrial Crops '

SECRET

chiet
vgyoducggggg

10,81
1946=1
5401
‘.hO-l
5.5”1

1698-1
1309'1

us-

- 1246%=1
25.8—1'
4o1wl
440-1
3e5=1

. 1243=1

136=1
124,4=1
11.5“1
1040~1
16¢6=1
'935-1.
9.5-1
4.8?1
. Debmi
DeGml
940-1-

16401
) 14:.2"1 w

10.3‘1
28,9=1
.15.5-1
8¢0=1
2503“1
2404"1

" 11.8«1
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2+ Calculation of*SedﬁéfiRétios;‘

a¢ Industry, Agriculture, Iransportation, and Communications. The
caleulation of industrial sector conversion ratics Involves Two levels of
aggregations Ratios are {irst computed for indusirial branches, for ex-
ample construction materials, Differences in the relative amount of pro=-
duction of individual commodities, in the US and in the USSR result in two

conversion ratios for each branch, -Those are shown in Table 27l

. In moving to the next level of dggregation, the éombining of = -
industrial branch ratios into an over-all industry ratio, the branch
ratios are multiplied by value~added weights, The arithmetic products - 7
obtained are summed, and the total is divided by the sum of the welghtse -
The quotient is the industriel sector conversion ratio for each economys
These weights represent the proportions of GNP generated by the respective.
industrial breanches in 1951. A different set of weights has been derived
for each economy, e A o s

Neither output norlﬁfiée”ééatisﬁiasfére available for the défonse |
industry, yet the lerge size of this brandh, particularly in the USSR, ’
compels its inclusion. Fragmentary evidence indicates that a 6;1 ratio

‘may be applicable for this branche

: Tﬁé'agricnltuféqitréﬁ§§5§£5%ion,“and comthunica tions ratios are’”
obtained in a manner. similar to that employed for obtaining the industry

ratios Only ons level of -agrragation,  hofever, is requireds Sihve - _
coverage is more complete and gross valuos more nearly equal to valugs
added then in the industrial sector, there is little velidity sacrificed
" by ‘sumning ruble and dollar velues-of -the’ domponents end deriving sector .
‘retlos directly from the sumse. The procedurc is comparable to the first
“~level of aggregation used to calemlatbe.ih#  conversion ratios for industiys
be Comstruction, Trade, and Services, The embiguities invelved-
in attempting to define and price units of activity in the trade sector
dictate the need for some substitute basis of comparison, 5ince this
sector furnishes services almost entirely persomal in nature, it appelirs”
suitable to measure "output” in terms of the full~time labor foree. employed
in each sectors The price per unit of output==the average amual vage==- is
obtained by dividing the total value~added in the sector by the labor force
The seme method wes vsed for services, The construction -conversion ratio
is based on a weighted sample of comparative construction costs inm the two
economiess Even less than in the ocese of goods can qualitative differences
be minimized in the inter=country comparison of services. In fact,.much
"of the difference in, cost may he explained by lack of similarity in the

services rendered. ‘ . _ Sl
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Table 3%/, RUBLE~DOLLAR RATIOS FOR SOVIET AND US I’RODDCT M'L'KES 1951

1./ Represents 2ll industry less food products and manuf’actured consvmer

. g£oodse

I

_/ Manufacturéed conswer o‘oods plus food products,

is used.

§_/ T{e»prersen‘bs acoretions to livestock herdse

_/ Same as defense sector of‘ origine

mnd Uses
Soviet s
Produét Product
Mix Mix

Consumption® - 11,91  Consumption . 13,8=1
Menufactured ané we r Goods  15e 9-_;:!_ Menufactured Consumer Goods = 1348~1
Food Products ' 2%2¢6=1 Food Products 2749=1
Trensportetion 4,9=1 Transportetion 3e9=1
Serv1ces T 345~1  Services 3a6=1
Investment Bedwl Investment 10e4=1
Cons truction 8e0=1  Cons truction 8aO=1
Producer Goods 1 8¢4=1l  Producer Goods 1046~1
Consure r Goods 1745=1  Inventories 1543=1
Agriculture 3/ 1946=1
Defense 5.3}1 Defense 5,4.0=1
Pro curemen’c s ;&/ Opera’clons ’ - . ’Procurement, g/ Operations,
end Maintenance 6¢0=1 and Maintenance Ge0m1
Pey and Allowances 5/ 2,7-1." Pay and Allowances 5/ 2o 7=1
Construction 840~1 - Construction , 8e0=1
Administretion 2¢5=1 Administration 2451
owe 6/ 8.1-1 GNP 7/ 11,81

Agr ioul Jc;ure convers ion ratio

Ratios based on comparat:,ve per capita pay and allowanoe of Sovie-b

and military personnsel .

6/ GNP retio is an average obtalned by weightin

by Soviet values.

7/ GNP retio is an average ¢btained by weighting the ruble-dollar ratios

by Soviet valuess
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% Oalcoulation of EndelUse Ratios, The calculated ratios for end
uses are shown in Teble 27AFor both Eths soviet and US product mixe

The conversion ratios for each of +the end use categories represent
wolighted averages of the conversion ratios of sub=categories. Fxcept as
explained in the footnotes to Table 27A, each of the expenditure components
is assigned the same ratio as a sector of origin, or as en aggregation of
several sectors of origin. The welghts assigned to the components of the..
end uses are based on Soviet and US expenditure date and indicate the
proportion of total outlay within each end use expended on a particular
component, c ‘

3¢ Conversion of Soviet GNP into Dollars. Conversion ratios for
GNP were obtained by welghting end use category ratios by the share of
each category in the GNP, Soviet weights were applied to the Soviet mix
retio and US weights to the US mix ratioe The computed GNP ratios are
9el~l for the Soviet mix, and 11,8l for the US mix. An arithmetic
average of these GNP ratios is 10¢45=1, - : L

Table 28 shows the growth of Soviet GNP by end use in dollars
during the 19481954 period, The doller values of individual end uses,
computed from average ratios for these uses, were acdjusted so as to add
up Lo the GNP, }/’ T

Table 29 shows the growth of the Soviet GNP in dollars by sector of
origine It represents an extremely rough estimate, ' The dollar values of
the sectors obtained by applying the bector ratios from Table 27 %o the
ruble values of Soviet sectors, were adjusted to add up to the GNP com=
puted from the end use breskdown. E/

In both tables, = bonstant exchange rate was used to convert Soviet
output in all years, : : '

The estimated dollar values of Soviet GNP and its components must
be used only with the utmost caution for purposes of international éomm
parisonse This is because dissimiler aggregates are being compared,
whe ther GNP, military production, or any other broad components There
are substantial differences between the two economies in factor en=-
dowment, and therefore, in the way fectors and products are used,
Valuing each countryt's production in the other country*s prices could

l/'The percentage distribution ohtained by converting each sector
into dollars at its own average ratio, and summing the computed dollar
values was applied to the independently computed value of GITPs '

2/ The process of adjustmeﬁt is similar to that described in the
preceeding footnotes,
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Table 29, SOVIET GNP IN CONSTANT DOLLARS BY SECTOR OF ORIGIN, 19281954

Industry Transport S .
Agriculture Construstion = Comaunications Trade Services  Total

T Ve

Ae Billions of

1928 Neby Nolg Nedg - Ne@e . Nelly ' 45
1987 Tefls . No 8 Ts8 e Nete TleBa 73
1940 Nelg . DaeBa Ne 8o NsBa ' Nele 80
1948 10 © 15 9 7 38 . .79
1949 10 18 ' 10 '8 40 - . 86
1950 11 22 12 9 43 97
1951 11 R4 13 10 45 103
1952 12 27 15 11 47 112
1953 12 29 18 11 48 118
1954 12 32 17 12 51 124
B. Indexes:
19485100
1928 89 27 21 94 38 57
1937 108 81 79 ‘ 125 71 92
1940 105 101 92 116 91 101
1940 121 101 92 116 91 107
1948 100 100 100 100 100 100
1949 105 117 116 111 105 109
1950 116 138 130 123 109 122
1951 114 158 145 137 114 130
1952 128 175 159 . 149 117 142
1953 121 189 179 180 122 147
1954 124 207 187 171 128 156

Approved For Release 1999/09/21 : CIA-RDP79T01149A000500010008-3



Approved For Release 1999/09/21 : CIA-RDP79T01149A000500010008-3

BRET  ma 90

result in highly misleading international comparisons, For exsmple, the
ratio of dollar expenditure. on military ocubtput in the US and USSR does
not necessarily reflect the relative militery effectiveness of militery
production in the two eountiies. | Comparisons of dollar expenditurss on
consumption need not exactly reflsct relative consumer welfare, The
same volume of dollar investments in the two countries may have alto=-
gevher different marginal productivities. In comparisons of GNP, the
above difficulties mey well be compounded, and the meaning of the
comparison is even more obscure than for components of GNP, '

The estimated dollar valuves of Soviet GNP and its components
should not be uséd to estimate the relative effory expended by the
Soviets on the several kinds of economic activity., Only ourrent
ruble values are relevant to this question. :

StatemmFD, Washe, L, Ca
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